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ABSTRACT 
This thesis explores the effects of China’s exports on world trade, with an emphasis 
on the product-level competition of traditional products, including textiles and apparel 
(T&A) and agricultural products. The thesis comprises three essays/ papers that 
empirically investigate the impact of China’s exports on the export performance of its 
competitors. It examines both intensive and extensive margins between 1993 and 
2012, using both static and dynamic versions of the gravity model. 
The first essay, ‘China’s Impact on World Textiles and Apparel Exports’, applies a 
static version of the gravity model to empirically investigate the impact of China’s 
T&A exports at the product-level exports of its competitors in the global context. 
Using data at the six-digit level of the harmonised system (HS) classifications and 
instrumented China’s bilateral exports, this study finds evidence of China’s 
displacement effects on its competitors across the globe. This is most notable on East 
Asian and Latin American exporters, on intensive and extensive margins. The 
widespread competitive pressure arising from China’s exports is clearly found in 
Organisation for Economic Co-operation and Development (OECD) and non-OECD 
markets. Competition from China is more severe in the apparel than in the textiles 
subsector. Another finding is that China’s T&A exports as consumption goods are 
more negatively correlated with the exports of its competitors across regions than 
China’s T&A exports as intermediate goods. 
The second essay, ‘The Effects of China’s Agricultural Exports on World Trade’, 
statically analyses China’s effects on the agricultural exports of other countries for the 
same period. I estimate a gravity equation using six-digit HS trade data from China 
and 25 major exporters to the top 50 markets in the world. The empirical results reveal 
heterogeneity in China’s effects, but complementarity is found to be dominant and 
significant in agricultural exports in third markets. Latin American and African exports 
are displaced while United States (US), Asian and OECD exports are generally 
promoted by China’s agricultural export expansion on both margins. Although the 
majority of exporters are positively affected by China’s trade in Asian and OECD 
markets, there is still strong evidence of displacement effects in the African market on 
the intensive margin, and in the Latin American market on the extensive margin. In 
terms of subsector, China’s substitution effects are mainly found in its key agricultural 
products, such as in animals and meat, and fruit and vegetables. 
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The final essay, ‘Has China Reshaped International Trade in Textiles and Apparel? A 
Dynamic Panel Analysis’, explores the effects of China’s T&A exports for the same 
period using three-digit HS level trade data and dynamic version of the gravity model. 
The method used to deal with the presence of endogeneity and existence of dynamic 
effects is the system generalised method of moments. The econometric results show 
that dynamics are significant and robust, and instrumented China’s exports generally 
catalyse a lower trade performance in other exporting countries in third markets. There 
is strong evidence of the displacement effects of China’s current or past T&A exports 
on its competitors from a majority of regions, including Asia, Africa, Europe and the 
US in OECD and non-OECD markets. 
Using either a static or dynamic approach, this thesis finds strong evidence of China’s 
displacement effects on global trade in T&A products on both intensive and extensive 
margins of trade. In contrast, Chinese complementarity effects on world agricultural 
exports are found significant, and outweigh the competition effects. 
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Chapter 1 
INTRODUCTION 
1.1. Background 
China, an emerging economic power with rapid growth rates and international 
integration since the 1990s, has become a key player in the world economy. The World 
Bank (2014) reported that China ranked second in the world in terms of gross domestic 
product (GDP) in 2013. China has emerged as a leader in international trade since its 
admission to the World Trade Organization (WTO) in 2001 (Ianchovichina and 
Martin, 2006). The market share of Chinese exports has increased dramatically since 
the early 1980s and overtook Germany to become the first world manufacturing 
exporter in 2009 (Giovannetti et al., 2013). As Figure 1.1 shows, since 2005 China has 
emerged as the world leader in exports, and its export growth rates surpassed other 
leading exporters.2 Although China was affected by the global financial crisis (GFC) 
in 2007, its exports recovered quickly and grew at a greater rate. 
The effects of trade barriers, including fixed and variable barriers on aggregate trade 
flows, comprise intensive and extensive margins (Chaney, 2008)). The effect of trade 
barriers on the intensive margin discusses the effect on the volume of trade by current 
exporters, and the effect on the extensive margin studies the effects on the entry or exit 
of exporters (Flam and Nordstrom, 2011). At the country level, the intensive/extensive 
margin of trade is the extent to which exports from one country affect the 
volume/probability of exports by other countries, to the same importing country or 
market. The existing literature has extensively discussed the impact of trade barriers 
on the intensive and extensive margins of trade. Notably, Helpman, Melitz and 
Rubinstein (2008) established a model with firm heterogeneity from which they 
derived a gravity model3 to estimate effects of trade barriers on both margins of trade. 
They also note that both margins depend on exporter, importer and country pair 
characteristics. Flam and Nordstrom (2011) argue that most empirical research has not 
distinguished between the effects of trade barriers on the intensive and extensive 
margins. Dutt et al. (2013) also applies gravity models to investigate the effects of WTO 
on the extensive and the intensive margins of trade and the results of their study proved                                                         2 See Appendix 1.A for further information. 3 The gravity model was first introduced by Tinbergen (1962) and has been extensively used in 
empirical studies on international trade, especially on the intensive margin. In this model, bilateral trade 
is related to the economic size of two countries, and the geographic distance between them. 
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that standard gravity variables provide good explanatory power for bilateral trade on 
both intensive and extensive margins. 
Figure 1.1: Total Exports of the Top-Five Exporters, in Billions of USD4 
 
Source: United Nations (UN) COMTRADE database, and author’s calculations. 
Notes: China includes the People’s Republic of China (PRC), Hong Kong and Macau. 
The emergence of China’s economy and exports, especially after its accession to WTO 
has raised questions about the effects of China’s exports on both intensive and 
extensive margins of trade. Several studies have examined the effects of China’s 
export growth on other countries competing with China in the third markets (Holst and 
Weiss, 2004; Lall and Albaladejo, 2004; Shafaeddin, 2004; Ianchovichina and 
Walmsley, 2005; Blazquez-Lidoy et al., 2006; Ianchovichina and Martin, 2006; 
Jenkins and Edwards, 2006; Eichengreen et al., 2007; Greenway et al., 2008; Jenkins, 
2008a, 2008b; Jenkins et al., 2008; Athukorala, 2009; Giovannetti and Sanfilippob, 
2009; Giovannetti et al., 2013; Pham et al., 2016).  
Most of these are aggregative studies that evaluate the effects on regional not global 
level, or specific analyses that focus on Asia. Only a few studies investigate China’s 
effects on Latin America and Africa. The data used in most of the studies listed above 
are also limited to 10–15 years, generally before 2005. These studies mainly focused 
on the intensive margin of trade, and were static analyses. They used a number of 
different methodologies, such as similarity index, constant market share analysis, 
                                                        4 Export values are at the 2005 price. 
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elasticities of substitution analysis and gravity models. They studied different regions 
and different subsectors, and expressed the different authors’ views, including 
optimism over the complementarity and pessimism over the displacement effects of 
China’s exports on other countries. China’s exports were found to have a mixed impact 
on developing countries. China imposed more competitive pressure on Asian, 
especially South Asian, countries than on Latin American and African countries. Asian 
countries were found to have a higher similarity index with China in export structure 
than other regions, which suggests greater competition. This also demonstrated that 
African exports were not under strong pressure from Chinese competition. 
 1.2. Objectives and Motivations 
Given China’s potential economic power, remarkable growth rate and export market 
expansion, this research aims to empirically examine the effects of China’s exports on 
world trade and intensive and extensive margins, using both static and dynamic panel 
data models. 
This topic was chosen for several reasons. First, the above-mentioned studies mainly 
used aggregate data, not product-level data. Using product-level data can help better 
identify and clearly explain the displacement and complementarity of China’s exports. 
The more aggregate-level data are available, the more different the same product 
classifications exported by countries are likely to be. Even at the disaggregate-level of 
data, a study by Schott (2004) documented the differences of products in terms of 
characteristics and quality. The data used in most of the above-mentioned studies were 
not collected over a long time, or recently, so are unlikely to find the best policy 
implications for the present. There have been numerous rapid changes in economic 
situations, especially over the past decade. Studies on China’s impact on the extensive 
margin remain scant, because of the use of disaggregate data and the heavy workload 
required to construct such data. Dynamic analyses on the effects of China on other 
exporting countries are also limited, as such studies require much effort to process 
data. Finally, a limited number of sectoral studies have focused on the effects of 
China’s exports on its competitors in T&A, and especially in the agricultural sector. 
Major developments in the past decade—such as China’s accession to the WTO, the 
completion of the Multi-Fibre Arrangement (MFA) in 2004 and ongoing WTO 
negotiations in the Doha Round that focus on liberalising agricultural trade—have 
made the topic of China’s effect on the trade of T&A and agricultural products more 
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relevant. The findings of this research could help policy makers in the exporting 
countries that compete with China in T&A and agricultural products in third markets 
in forming trade policies to promote domestic growth and optimise integration into the 
world economy. 
The effects of China’s exports in T&A and agricultural products was chosen as a topic 
of study for several reasons. First, these export components have played an important 
role in international trade. T&A and agricultural exports reached USD582 billion and 
USD1480 billion, respectively, accounting for more than 3% and 8% of total world 
exports in 2013, respectively.5 China has also outperformed all of its major 
competitors in export value and export growth rate in these sectors, particularly T&A6. 
These products are labour intensive and play a critical role in the economic 
development of many developing countries, which have a relative abundance of 
labour. These products are also key exports for low- to middle-income countries. For 
instance, the share of T&A exports in merchandise exports in Bangladesh was 83%, 
and in Pakistan 67.2% (Keane and Velde, 2008). According to a joint report of the 
Organization of Economic Co-operation and Development (OECD), the World Trade 
Organization (WTO) and Institute of Developing Economies, Japan External Trade 
Organization (IDE-JETRO) (2013), the top-10 developing countries account for 58% 
of the world apparel exports, with Asian countries accounting for 52% in 2011. Finally, 
China’s export structure has changed, and there is evidence of reallocation of 
traditional Chinese exports and a shift of China’s exports towards more sophisticated 
and high-technology products (Naughton, 2007; Coates et al., 2012; and Giovannetti 
et al., 2013). The impact of traditional Chinese exports is likely to be different from 
the previous findings. 
1.3. Thesis Overview 
This thesis investigates the implications of China’s integration into the global economy 
through the export performance of other exporting countries, with an emphasis on 
product-level competition of traditional products, including T&A and agricultural 
products. Specifically, it empirically explores the effects of China’s exports on the 
exports of its competitors, on both intensive and extensive margin by using both static 
and dynamic analyses. This research uses data at the six-digit level of the harmonised 
                                                        
5 See Appendix 1.B. 6 See Chapter 2 and 3 for further information 
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system (HS) classifications7 for the static models, and data at the three-digit level for 
the dynamic model. The samples span a longer (20 years) and more recent (1993–
2012) period than previous studies. 
The thesis used Helpman et al.’s (2008) model as the theoretical model, to determine 
the modified gravity equations and analyse the effect of China’s exports.8 In the 
presence of monopolistic competition, in which every producer produces a distinct 
product, it is not suitable to rely on this model completely to analyse the substitution 
or complementarity effects of China’s exports. If the theoretical model no longer 
assumes a constant elasticity of substitution utility function, it will become more 
suitable for our subsequent analysis. China’s exports effect the exports of other 
countries via its effects on their fixed budgets and/or trade costs, and Chinese exports 
are expected to have displacement/ complementarity effects on other exporters, if their 
products are substitutes or complements.9 
This thesis consists of three essays: ‘China’s Impact on World Textiles and Apparel 
Exports’, ‘The Effects of China’s Agricultural Exports on World Trade’ and ‘Has 
China Reshaped International Trade in Textiles and Apparel? A Dynamic Panel 
Analysis’. Data on the values of export from China (including Hong Kong and Macau), 
and China’s major competitors are taken from the UN Comtrade database10. Data on 
GDP and GDP per capita11 were collected from the database of World Development 
Indicators. The thesis also use data on gravity variables from CEPII’s gravity dataset, 
and data on common currency and regional trade agreement from De Sousa’s database. 
The first essay (Chapter 2), ‘China’s Impact on World Textiles and Apparel Exports’, 
applies a modified gravity model to empirically investigate the effect of China’s T&A 
exports at product level on other competing exporters in the global context, between 
1993 and 2012. Instrumented Chinese exports induced a decrease in the exports of its 
competitors to the same destinations on both the intensive and extensive margins. Our 
findings reveal evidence of the displacement effects of China’s T&A exports on its 
competitors across regions. The competitors from East Asia, including Japan and 
                                                        
7 HS 92 data were selected as this is most available for the period studied. 8 The focus of the thesis is empirical. This thesis used Helpman et al.’s (2008) model, which illustrates 
the determinants of the extensive and intensive margin of trade to provide some guidance for subsequent 
empirical specification and analysis. It is not our purpose to estimate the effects of China on the exports 
of its competitors in T&A and agricultural products strictly using this model. 9 See Pham et al. (2016) for a detailed explanation.  10 Trade values in this thesis are at the 2005 price. 11 GDP and GDP per capita are at the 2005 price. 
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South Korea, and Latin America, were the most adversely affected. The widespread 
competitive pressure from China’s T&A exports was also clear in both OECD and 
non-OECD markets. The sectoral analysis shows that clothing from China’s 
competitors is likely to be displaced more than textiles in the third markets. Regarding 
the category of goods, China’s T&A exports as consumption goods have a greater 
negative effect on the exports of its competitors across regions than China’s T&A 
exports as intermediate goods. 
The second essay (Chapter 3), ‘The Effects of China’s Agricultural Exports on World 
Trade’, investigates the effects of China’s agricultural exports on the export 
performance of other countries in third markets in the global context, between 1993 
and 2012. We also estimate a gravity equation using six-digit HS classification data of 
China and major agricultural exporters to the main importing countries. We also use 
China’s distance as an instrument for China’s bilateral exports. However, to analyse 
China’s effects on the agricultural exports of other exporting countries, we also include 
China’s agricultural imports as an explanatory variable, as China is becoming an 
important market for other agricultural exporters because of the increase in its middle-
income consumers. 
The second essay analyses China’s effects in agricultural exports in more detail by 
further investigating the effects by market and subsector, as China’s agriculture covers 
a wide range of products, and China has different comparative advantage in different 
agricultural subsectors. China’s agricultural exports have both complementarity and 
displacement effects on certain exporter groups in third markets. United States (US), 
Asian and OECD exports are generally promoted by China’s export expansion on both 
margins, while Latin American and African exports are displaced by China’s 
agricultural products. There is strong evidence of displacement effects in the African 
market on the intensive margin, and in the Latin American market on the extensive 
margin. Most exporters are positively affected in Asian and OECD markets. 
Additionally, China’s key agricultural products—animals and meat, fruit and 
vegetables—have strong competitive power over most of China’s rivals on both 
margins. Although complementarity effects are generally found in grains and other 
products on both margins, China displaces these products from all competitors in Latin 
American markets on the extensive margin. Although the heterogeneous effects of 
China’s agricultural exports in third markets and subsectors are found, the 
complementarity effects of China’s products are more significant and stronger. 
10 
 
Additionally, similarity indices of Chinese exports and the exports of other exporters 
are used to explain the heterogeneity of China’s effects. 
To deepen understandings of the effects of China’s integration into the world economy 
on other exporting countries over the past 20 years, the third essay (Chapter 4), ‘Has 
China Reshaped International Trade in Textiles and Apparel? A Dynamic Panel 
Analysis’, evaluates the effects of China’s T&A exports using a dynamic panel data 
approach and three-digit HS level data. The gravity model is estimated using 
techniques accounting for the presence of endogeneity and the existence of dynamic 
effects. The econometric method used to analyse the effects of China’s exports is the 
system generalized methods of moments (system-GMM). The econometric results 
show that dynamics are significant and robust; and instrumented China’s exports 
generally induced a decrease in the exports of its competitors to the same destination. 
Our findings reveal that, except in Latin America, there is evidence of the displacement 
effects of China’s current or past T&A exports on its competitors from all regions of 
the world (Asia, Africa, Europe and the US) in both OECD and non-OECD markets. 
The findings from this research contribute to a better awareness and understanding of 
the implications of the rapid growth of China’s exports on both advanced and 
developing economies. 
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APPENDICES 
Appendix 1.A 
Export Growth Rates of the Top-Five World Exporters 
Period China USA Japan Germany Republic of Korea 
1994 17.2 7.8 7.4 10.0 14.3 
1995 16.3 11.6 9.7 20.3 27.7 
1996 0.9 4.9 -8.9 -1.8 2.1 
1997 9.9 8.7 0.8 -3.8 3.0 
1998 -4.3 -2.2 -8.8 5.1 -4.0 
1999 1.5 0.4 6.1 -1.7 7.5 
2000 19.1 9.8 11.9 -1.1 16.6 
2001 -0.9 -8.1 -17.5 1.8 -14.5 
2002 13.4 -6.9 1.6 6.0 6.1 
2003 23.8 2.4 10.9 19.1 17.3 
2004 24.6 9.5 16.2 18.0 26.8 
2005 18.8 6.8 1.6 3.5 8.0 
2006 18.3 11.8 5.7 11.5 11.3 
2007 18.6 8.7 7.5 15.7 11.2 
2008 12.2 9.6 7.0 8.1 11.3 
2009 -15.5 -18.9 -26.0 -23.6 -14.2 
2010 27.4 18.9 30.5 10.7 26.1 
2011 16.1 13.2 4.6 14.1 16.6 
2012 4.9 1.7 -5.8 -6.8 -4.2 
Average 11.7 4.7 2.9 5.5 8.9 
Source: UN COMTRADE database and author’s calculations 
Notes: China includes the PRC, Hong Kong and Macao. 
 
Appendix 1.B 
World T&A and Agricultural Exports as Shares of World Exports 
Year World Exports 
World T&A Exports World Agricultural 
Exports 
Billion 
USD 
% Billion 
USD 
Percentage 
2010 14891.0 481.4 3.2 1070.0 7.2 
2011 17689.4 567.4 3.2 1300.0 7.3 
2012 17382.1 537.6 3.1 1310.0 7.5 
2013 17939.3 582.6 3.2 1480.0 8.3 
Source: UN COMTRADE database and author’s calculations 
 
14 
 
Chapter 2 
CHINA’S IMPACT ON WORLD TEXTILES  
AND APPAREL EXPORTS 
2.1. Introduction 
China, an economic power with large growth rates and rapid internationalisation, has 
become one of the major players in international markets since its accession to the 
WTO in 2001 (Ianchovichina and Martin, 2006). Since 2005, China has emerged as 
the world leader in exports, and its average export growth rate has surpassed other 
leading exporters.12 China saw a significant increase in its export market share (which 
was 1% in the early 1980s), and in 2009 became the world leader in manufacturing 
exports (Giovannetti et al., 2013). According to the UN Comtrade statistics, the 
average market share of China’s exports accounted for about 14% between 2011 and 2013. 
The rapid growth of China’s economy and export expansion have raised concerns over 
the effects of China’s exports on both intensive and extensive margins of trade.13 Much 
has been written on the impact of China’s exports on other competing countries in third 
markets (Lall and Albaladejo, 2004; Shafaeddin, 2004; Jenkins and Edwards, 2006; 
Blazquez-Lidoy et al., 2006; Ianchovichina and Martin, 2006; Jenkins, 2008a; 
Eichengreen et al., 2007; Greenway et al., 2008; Giovannetti and Sanfilippob, 2009; 
Giovannetti et al., 2013; Pham et al., 2016; Lovely and Pham, 2015). Most of these are 
aggregative studies, adopted static analysis and focused on the intensive margins of trade. 
China’s T&A sector has grown rapidly, particularly after China’s accession to the 
WTO on 11 December 2001, and the removal of MFA on 1 January 2005.14 According 
to UN Comtrade data, the export of T&A15 from China has accounted for about half 
of total world T&A exports in the past five years. The growth of this sector and the 
abolition of quotas on T&A trade in 2005 raised concerns among other T&A producers 
about more intense competition from China. Several empirical studies have been 
undertaken on China’s T&A exports and their effects on competitors (Roland-Holst 
and Weiss, 2005; Qureshi and Wan, 2008; Ianchovichina and Walmsley, 2005; Geda 
and Meskel, 2008; Amann, et al., 2009; Athukorala, 2009; Giovannetti and                                                         12 See Appendices 2.A and 2.B. 
13 The existing literature notably includes Chaney (2008), Helpman, Melitz and Rubinstein (2008) and 
Flam and Nordstrom (2011). It extensively discusses the effects of trade barriers, and the determinants 
of intensive and extensive margins of trade. 14 The MFA was an export quota regulating the international trade in T&A for over 40 years. 
15 T&A products are those specified in the HS classification. 
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Sanfilippob, 2009; Giovannetti et al., 2013). Similarly to the above-mentioned general 
studies on China’s effects, these studies predominantly used aggregate data to discuss 
static analysis on the intensive margin of trade. They focused on China’s effects on 
Asian countries, especially Association of Southeast Asian Nations (ASEAN) member 
countries. They used different methodological approaches and found both 
complementarity and displacement of Chinese exports. However, China generally 
displaced its competitors in T&A products. 
Given China’s potential economic power, remarkable growth rates and export market 
expansion, this research empirically examines the effects of China’s exports on the 
exports of other countries, on intensive and extensive margins. It investigates the 
effects of China’s T&A exports on the trade volumes of its 20 main competitors, and 
the probability of these competitors having positive exports in T&A to 50 of the most 
important importing destinations. Applying a gravity model, it will provide new 
insights into the effects (if any) that China has had on the margins of trade of its 
competitors, over the past 20 years. 
This topic was chosen for the following reasons. First, the export of these products is 
a crucial part of international trade, especially after the abolition of T&A trade quotas 
in 2005. T&A exports, for example, reached USD582 billion, or more than 3% of total 
world exports in 2013.16 China has also outperformed all its main competitors in export 
values and export growth rates in this sector.17 Further, these products are labour 
intensive and play a critical role in the industrialisation and economic development of 
many developing countries, which have a relative abundance of labour (Truett and 
Truett, 2010). T&A exports are also key exports for low-income to middle-income 
countries. For instance, the shares of T&A exports in the total merchandise exports of 
Bangladesh and Pakistan was 83.5% and 67.2%, respectively (Keane and Velde, 
2008). Among apparel exporters, the top-10 developing countries supplies more than 
a half of the global apparel exports (OECD, WTO and IDE-JETRO, 2013). 
This essay contributes to the literature in the following ways. First, it provides a 
comprehensive and elaborate analysis of the impact of China’s T&A exports on its 
rival exporters. Specifically, the data sample used in this study spans a longer (20 
years) and more recent (1993–2012) period than previous studies. For instance, the 
existing studies that explore China’s effects by adopting gravity models mainly                                                         
16 See Appendix 2.C. 
17 See Appendix 2.D. 
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focused on the period before the removal of the MFA in 2005, and used trade data for 
a period of less than 15 years.18 Therefore, it was unlikely to determine the best policy 
implications for the recent period, with possible changes in world T&A exports as a 
result of this removal. Additionally, this research uses disaggregated data at a six-digit 
level. Existing studies have mainly used aggregate data, not product-level data. Using 
product-level data can help identify and clearly explain the displacement and 
complementarity effects of China’s T&A exports, because the more aggregate-level 
data are used, the more different the same product classifications exported by countries 
are likely to be. Even at the disaggregate-level of data, studies have documented the 
differences of products in terms of characteristics and quality (Schott, 2004). In 
addition to the intensive margin, another important component of this research is the 
study of China’s effect on extensive margins. Studies on China’s effects on the 
extensive margin of its competitors remain scant, because of the use of disaggregate 
data and the heavy workload required to construct data. Recent major developments—
such as China’s accession to the WTO in December 2001 and the completion of the 
MFA in January 2005—have made the study of China’s T&A effect more relevant in 
recent years. The findings may illuminate the likely effects of the rapid growth of 
China’s T&A exports. 
Our econometric results reveal evidence of the significant displacement effects of 
China’s T&A exports on global trade, on both intensive and extensive margins. 
China’s T&A exports displace the exports of most T&A exporters from all parts of the 
world. East Asian and Latin American exporters tend to be the most seriously affected. 
Regarding markets or groups of importers, the competitive effects of China’s T&A 
exports on exporters from different regions are clear in both OECD and non-OECD 
markets, including Asian and Latin American markets. Focusing on estimates of 
China’s effects by subsector, the research sees more competitive pressure on apparel 
exporters than textiles exporters. A consistent pattern of competition effects was found 
in two categories of goods, and is stronger for T&A as consumption goods than as 
intermediate goods. 
The rest of this chapter is organised as follows. Section 2.2 critically reviews the main 
empirical studies on the effect of China’s T&A exports on other major exporters in                                                         
18 In most studies using the gravity model, data are limited, to 11 years (Giovannetti and Sanfilippob, 
2009; Geda and Meskel, 2008), 13 years (Eichengreen et al., 2007), 14 years (Greenaway et al., 2008; 
Athukorala, 2009), 15 years (Giovannetti et al., 2013) and 16 years (Roland-Holst and Weiss, 2005; 
Amann, et al., 2009). See Appendix 2.E for further information on the periods studied. 
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third markets. Section 2.3 provides a brief overview of China’s T&A exports. Section 
2.4 discusses the data and the model. Section 2.5 reports the results. 
2.2. Empirical Literature on the Effects of China’s T&A Exports 
After China’s entry into the WTO in 2001 and the abolition of quotas on T&A trade 
in January 2005, some studies have examined the potential effects on trade 
performance, especially T&A in different countries. The empirical literature has 
generally followed three different approaches: descriptive and comparative, 
computable general equilibrium (CGE) and the gravity model approach. These reached 
roughly similar conclusions regarding the effect of China’s T&A exports on other 
exporters around the world.19 
In the descriptive and comparative approach that uses various methods—such as 
similarity index and price elasticity—a number of studies have found the competitive 
effects of China in T&A on different countries (Wong and Chan, 2002; Shafaeddin, 
2004; IDB, 2005; Roland-Holst and Weiss, 2005; Jenkins and Edwards, 2006; López-
Córdova et al., 2007; Qureshi and Wan, 2008). Wong and Chan (2002) concluded that 
the displacement effects of China in T&A might be stronger since 2005, when import 
quotas were eliminated. López-Córdova et al. (2007) identified the T&A sector as 
particularly affected, and revealed that China tends to have more displacement than 
complementarity effects on Asian countries in this sector. Shafaeddin (2004) found 
that Asian exporters (notably Thailand, Bangladesh, Sri Lanka, Pakistan, Vietnam and 
Nepal) with a similar export structure to China are likely to be affected in the clothing 
subsector. Roland-Holst and Weiss (2005) confirmed that five ASEAN countries 
(Indonesia, Malaysia, the Philippines, Thailand and Singapore) lost competitiveness 
in T&A when competing with China in the US and Japanese markets. India also faces 
strong T&A competition from China in third markets (Qureshi and Wan, 2008). 
China’s T&A exports have few positive effects on Asian countries, and advanced 
Asian economies (Taiwan, Japan and South Korea) are most promoted by the exports 
(Shafaeddin, 2004). In other regions of the world, a displacement effect was also 
found. For instance, according to Jenkins and Edwards (2006), some African countries 
(most notably, Lesotho) may be under increasing competitive pressure from Chinese 
T&A in third markets. Using 10-digit export data from the US, IDB (2005) also 
                                                        
19 Amann et al. (2009) and Pham et al. (2016) also used these classification criteria in their literature 
review. This study focuses more on the gravity model approach, as it is most related to our methodology. 
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showed that China has displaced Latin American and Caribbean exports of textiles, 
and their similarity index is higher. 
In their CGE-based studies, MacDonald et al. (2004), Nordas (2004), Ananthakrishnan 
and Jain-Chandra (2005), Ianchovichina and Walmsley (2005), Ianchovichina and 
Martin (2006) and Yang (2006) found that: 
i. China’s trade liberalisation and growth would have a mixed effect on developing 
Asian countries. 
ii. In the textiles subsector, high-income countries (such as Japan and South Korea) 
and large textiles exporting countries (Indonesia, India and Pakistan) would 
benefit from China’s export expansion, while other Asian exporters will lose. 
iii. In contrast, China’s clothing exports would displace those of all exporting 
countries, except India.20 
In the third approach, the common trend is to adopt modified gravity models.21 Using 
six-digit data in a gravity model, Giovannetti and Sanfilippob (2009) and Giovannetti 
et al. (2013) confirmed that there was evidence of a displacement effect of China’s 
T&A exports on the exports of African and European Union (EU) countries. 
Three main studies have focused only on the effect of China’s T&A export on its 
competitors. They employed different models to discover the effects, and reached 
similar conclusions about China’s competition effects. The most important study 
analysing T&A was undertaken by Amann et al. (2009). Adopting a gravity model, 
the authors found that China’s textiles exports had more competition effects on other 
Asian countries than its apparel exports in the 1990–2005 period. This study also found 
that higher-income Asian countries faced less competition than lower-income 
countries, because the higher-income countries specialised in textile and apparel 
products, which are less exposed to Chinese competition. Geda and Meskel (2008) 
also used panel data for 13 African exporters of clothing and accessories in a gravity 
model between 1995 and 2005, to estimate China’s effects on African manufacturing 
exports. There was strong evidence of China’s displacement effect on African 
exporters in third markets. The studies using gravity models used a variety of sets of 
                                                        
20 See Amann et al. (2009), Tables 1 and 2. 
21 Another notable study by Tan (2005) used econometric estimation, which is a constant elasticity of 
substitution model, to investigate China’s effects on clothing exports in 10 ASEAN member countries 
in three third markets (US, EU and Japan) between 1991 and 2003. The author found evidence of 
negative and significant effects of China’s price competition on these countries. 
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data for different periods, instrumental variables (IVs) and estimation methods, so 
found slightly varying results.22 However, they revealed displacement effects on different levels. 
These studies mainly used disaggregate data from before 2005, and focused on China’s 
effects on the intensive margin. The effects of China’s T&A exports on product levels 
in rival exporters, on both margins of trade in the global context, is a huge gap in the research. 
2.3. China’s T&A and Exports 
Figure 2.1: Trade Values of Major T&A Exporters, in Billions of USD 
 
Source: UN COMTRADE database, and author’s calculations 
Notes: (1) Data on the trade values from EU28 are not available before 2000. (2) The top-
four T&A exporters of 2012 were China, EU28, India and Turkey. (3) China includes the PRC, 
Hong Kong and Macao. (4) The research includes top T&A exporters from each geographic 
region: Asia (Bangladesh, Vietnam, Republic of Korea, Pakistan, Indonesia and Thailand), 
Latin America (Mexico and Brazil) and Africa (Tunisia and Morocco). 
T&A has played an important role in the early stage of industrialisation in most 
countries, from the United Kingdom (UK), Japan, Hong Kong, the Republic of Korea 
and Taiwan, to China, India, Pakistan, Bangladesh and other Asian countries (Yang 
and Zhong, 1998). The industry is characterised by a relatively low level of capital 
intensity, investment costs and skilled labour. Some low-income countries with a high 
growth rate in this industry (for example, Mauritius, Morroco and Sri Lanka) have 
climbed the income ladder and become middle-income countries (Keane and Velde, 2008).                                                         
22 See Appendix 2.E. 
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Since the abolition of quotas on T&A trade in 2005, the global T&A market has 
expanded quickly. The exports from the top-10 developing countries account for 58% 
of world apparel exports. The top apparel exporters have also been major exporters of 
textiles (OECD, WTO and IDE-JETRO, 2013). As more developing economies have 
entered the world T&A market and become major exporters, competition has become 
more intense. Figure 2.1 shows the T&A exports from China and other leading 
exporters. Among the major exporters, China has a comparative advantage in labour-
intensive products, and is the leader in T&A exports. The country has outperformed 
all its main competitors in export value and export growth rate in T&A. 
Regarding the extensive margin of trade, an increase in nonzero trade flows implies a 
higher probability of exports from that country. The share of nonzero flows from one 
country is calculated as the ratio of the total number of nonzero export flows a country 
has, to the total of possible nonzero flows of exports in all products to all 
markets/countries. In our sample of T&A exports, the possible nonzero flows include 
784 six-digit HS products to 50 destinations/importing countries. This means 39,200 
possible nonzero flows.23 
Figure 2.2: Share of Nonzero Flows of the Top-Five T&A Exporting Countries 
 
Source: UN COMTRADE database and author’s calculation. 
Notes: Data on Bangladesh are not available for 1999. 
Figure 2.2 illustrates the shares of nonzero flows of T&A exports of the top-five 
exporting countries. China has the highest ratio, and outperforms its competitors on 
extensive trade margins, especially after 1999. Additionally, it has an upward trend on 
the extensive trade margin, which suggests a gradual growth rate in the number of                                                         23 The 39,200 nonzero flows equal 784 products, multiplied by 50 destinations. 
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products/destinations for which it has positive T&A exports. China’s positive exports 
account for 67% of possible nonzero export flows in 2012, while the positive exports 
of its main competitors are less than 45%. The good performance of China’s T&A 
exports raises the question of China’s effects on its competitors and on the extensive 
margin of trade. 
2.4. Econometric Models and Data 
2.4.1. The models 
2.4.1.1. The Static Gravity Model for the intensive margin of T&A exports 
This study’s analysis of the intensive and extensive margins of trade is based on the 
theoretical model introduced by Helpman et al. (2008). The paper applies the gravity 
model, which is one of the most well-known models in the analysis of trade and factor 
movements. Tinbergen (1962) first introduced this model, in which bilateral trade is 
proportional to the product of an index of economic size. The model was further 
developed by Aitken (1973), Anderson (1979), Frankel and Romer (1999), Eaton and 
Kortum (2002), Anderson and van Wincoop (2003), Cheng and Wall (2005), Crozet 
and Koenig (2008), Baier and Berganstrand (2009) and others. Notably, Anderson and 
van Wincoop (2003) worked out a gravity model that explains that bilateral trade 
between an exporting country and importing country depends on these countries’ 
characteristics (including GDP), characteristics of the pair (bilateral distance) and the 
resistance between each country and the rest of the world, called multilateral 
resistance. Multilateral resistance, a nonlinear function of GDP, and bilateral trade cost 
from each country to the rest of the world, correlates with independent variables in the 
gravity model. The omission of multilateral resistance in the estimating gravity model 
is likely to result in biased gravity estimates. 
The gravity model has been found to successfully explain the trade flows, as revealed 
by studies reviewed earlier. Using the gravity model has significant advantages when 
analysing the impact of China’s export. First, the model allows for a sectoral analysis 
of the disaggregation of trade data for six digits, which can produce more credible 
results for better policy implications. Second, according to Amann et al. (2009), the 
gravity model can include many explanatory variables, even technological change and 
capital accumulation. In-line with Eichengreen et al. (2007), Giovannetti and 
Sanfilippob (2009) and Athukorala (2009), the econometric model used here is the 
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modified gravity equation, which includes China’s exports to the same destinations 
among independent variables: 
Log(EXijht) = α + β1Log(EXcjht) + β2Log(GDPit*GDPjt) + β3Log(GDPCit*GDPCjt) + 
β4Log(Distanceij) + β5Borderij + β6Languageij + β7Colonyij + β8Currencyijt + β9RTAijt 
+ αh + αi + αt +εijht         (1) 
where EX, i, j, h, t, c and α denote the export value, exporter, importer, six-digit 
product, year, China and constant term, respectively. εijht is an error term. 
The dependent variable Log(EXijht) and key explanatory variables are defined below. 
Log(EXijht) Export value of exporter i to importer j of product h in 
year t in log form. 
Log(EXcjht) Export value of China to importer j of product h in year t 
in log form. 
Log(GDPit*GDPjt) The product of GDP of exporter i and GDP of importer j 
in year t in log form. 
Log(GDPCit*GDPCjt) The product of GDP per capita of exporter i and GDP per 
capita of importer j in year t in log form. 
Log(Distanceij) The distance in kilometres between exporter’s i and 
importer’s j capitals in log form. 
Borderij A binary variable that equals 1 if exporter i and importer j 
have a common physical boundary, and zero otherwise. 
Languageij A binary variable that equals 1 if exporter i and importer j 
have a common language, and zero otherwise. 
Colonyij A binary variable that equals 1 if exporting country i was 
a former colony of importing country j or vice versa, and 
zero otherwise. 
Currencyijt A binary variable that equals 1 if exporting country i and 
importing country j have a common currency in year t, 
and zero otherwise. 
RTAijt A binary variable that equals 1 if exporting country i and 
importing country j are members of the same regional 
trade agreement in year t, and zero otherwise. 
GDP is used as a proxy for economic size, and Chinese exports (EXcjht) is the 
explanatory variable of interest. αh is included to control for the time-invariant product-
specific factor. Exporter fixed effects (αi) is used to capture multilateral resistance. We 
also include αt to control for time factor. We expect to find a positive (adverse) effect 
of China’s exports on the export performance of exporter i to the same destination, if 
their products are complements (substitutes). We expect to observe a positive/negative 
estimated coefficient of China’s exports if they have complementarity/displacement effects. 
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To analyse the effect of China’s exports on different exporter groups, variables 
EXcjht_EA, EXcjht_SEA, EXcjht_SA, EXcjht_LA, EXcjht_AF, EXcjht_EU and 
EXcjht_USA were added.24 These variables are the products of China’s exports, and 
dummies of the exporter regions: East Asia (EA), South East Asia (SEA), South Asia 
(SA), Latin America (LA), Africa (AF), Europe (EU) or the United States of America 
(USA). Note that there may be some concern over the selection problem that leads to 
biased estimates of the effect of China’s exports on different exporter groups. We were 
aware of this problem, so to prevent it, we followed Eichengreen et al. (2007), 
Greenaway et al. (2008) and Lovely and Pham (2015) to determine exporter groups. 
We chose the top 20 major T&A exporters from various countries, then allocated them 
into groups, based purely on geography. 
The effect of China on the exports of its competitors may be specific to each region. 
For example, in terms of technology and relative factor endowment, China is likely to 
be more similar to its competitors in South East Asia, South Asia and Latin America 
than its competitors in East Asia and Europe. It is also possible that China’s trade 
policy has been designed with a regional focus, and implemented in order to compete 
with advanced exporters in Europe and East Asia, rather than with developing or 
emerging exporters in South East Asia, South Asia and Latin America. 
Endogeneity is likely to present because Chinese exports to an importer j Log(EXcjht) 
are likely correlated with an unobservable component of the error term εijht. A typical 
example—used by Eichengreen et al. (2007), Greenaway et al. (2008) and Pham et al. 
(2016)—is an improvement in consumer sentiment worldwide. It will catalyse a 
positive correlation between Chinese T&A exports and those of other exporters, so an 
upward bias of the ordinary least squares (OLS) estimate, compared with the IV 
estimate, will occur. Similarly, a worldwide negative shock from the supply side will 
reduce both the exports of China and those of other exporters to the same markets. In 
this case, a positive correlation between Chinese T&A exports and those of its 
competitors may be found. This suggests the same effect on the OLS estimate, an 
upward bias in comparison with the IV estimate. 
This essay thus addresses the endogeneity of Chinese exports in T&A and agricultural 
products, using the geographical distance between China and the importer j as an 
instrumental variable. This variable has been used in the set of instruments in the 
                                                        24 See Appendix 2.F for further information on the exporters in each group. 
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studies of Eichengreen et al. (2007), Greenaway et al. (2008), Amann et al. (2009) and 
Pham et al. (2016). Year dummies were used to control for the time factor, so unlike 
in these studies, China’s GDP is not used as an instrument to avoid collinearity.25 We 
used an instrument variable estimator based on both two-stage least square (2SLS) and 
GMM estimators. 
2.4.1.2. The Static Gravity Model for the extensive margin of T&A exports 
To examine the impact of Chinese T&A exports on the extensive margin, the following 
probit regressions were used: 
𝜌𝜌𝑖𝑖𝑖𝑖ℎ𝑡𝑡 = 𝑃𝑃𝑃𝑃�𝑇𝑇𝑖𝑖𝑖𝑖ℎ𝑡𝑡  = 1�𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑃𝑃𝑂𝑂𝑂𝑂𝑂𝑂 𝑂𝑂𝑣𝑣𝑃𝑃𝑣𝑣𝑣𝑣𝑂𝑂𝑣𝑣𝑂𝑂𝑂𝑂� 
 = ∅{ α + β1Log(EXcjht) + β2Log(GDPit*GDPjt) + 
β3Log(GDPCit*GDPCjt) + β4Log(Distanceij) + β5Borderij + 
β6Languageij + β7Colonyij + β8Currencyijt + β9RTAijt + αh + αi + αt 
+ εijht}                (2.2) 
where 𝜌𝜌𝑖𝑖𝑖𝑖ℎ𝑡𝑡 is the probability that exporter i trades six-digit product h to importer j in 
year t. Tijht is the variable that equals 1 when country i exports product h to country j 
in year t and zero otherwise. All independent variables are identical to those in the equation (1). 
The sample used in our probit regression includes zero export flows, which may or 
may not have occurred.26 This essay included only zero export flows for products that 
an exporter could export to at least one destination, but not all, in year t. To resolve 
the endogeneity problem of China’s exports, it also estimated the above probit 
regression using geographic distance between China and importer j as an instrumental 
variable. Using a full sample, our analysis was first conducted to find out China’s 
overall effects of the whole set of T&A products and of finer category division27 on 
all exporters.  After that, the effects on groups of exporters and groups of importers (or 
in specific markets) were investigated. A series of sensitivity checks were undertaken, 
using different subsamples. 
2.4.2. Data 
This essay uses six-digit HS export data under textiles category for the 1993–2012 
period, from the UN Comtrade database.28 I used export values from China (including 
Hong Kong and Macau) and 20 major T&A exporters (China’s main competitors) to 
                                                        25 Athukorala (2009) also used distance between economic centres and time dummies in his study. 
26 See Baldwin and Harrigan (2011). 
27 See UN (2002) for the classification of goods into intermediate and consumption goods. 
28 Trade values are in USD, measured according to 2005 prices. 
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50 major importing countries, the 50 countries with the largest GDP.29 Appendices F 
and D provide the lists of these major exporters and importers. The selection of the 
major T&A exporters and major importing countries was made according to UN 
Comtrade statistics, and trade in T&A between them accounts for the majority of world 
T&A trade. This essay used data on GDP and GDP per capita30 from the World 
Development Indicators database. CEPII’s gravity dataset provides data on standard 
gravity variables. Data on common currency and regional trade agreements were 
collected from De Sousa’s database. Table 2.1 summarises the descriptive statistics of 
the main variables. 
2.5. Empirical Results 
2.5.1. China’s effects on world T&A exports on the intensive margin 
This study conducted the analysis across 784 six-digit HS categories, first for all 
exporters, then for exporter groups. We also estimated China’s effects, first for overall 
effects on all markets and then effects for specific markets. 
2.5.1.1. The overall effects of China’s T&A exports on world trade 
Table 2.2 reports the results of OLS regressions and IV regressions, including 2SLS 
and GMM. These regressions use a full sample of the 1993–2012 data of exports at 
the product level, and apply the gravity equations (2.1). The OLS results and IV results 
are generally consistent with those of the gravity model, and statistically significant. 
Bilateral trade is positively correlated with the GDPs of importing and exporting 
countries (GDPit and GDPjt), but negatively correlated with bilateral distance 
(distanceij). The trade is also promoted by a common border, language, former colony, 
currency and trade agreement. Nearly all coefficient estimates from OLS and IV 
regressions are similar in sign and value. However, the effect of China’s exports is 
different in OLS and IV regressions. In OLS, a 1% increase in Chinese exports will 
lead to about a 0.2% rise in the exports of other competing countries, whereas in IV 
regressions, that increase in China’s trade will reduce its competitor’s exports by 
approximately 0.3%. The OLS result is likely to be biased and caused by the 
endogeneity problem of China’s T&A exports.31 The results of the first-stage F-
                                                        
29 The essay used 2013 GDP from the World Development Indicators database, to determine the 50 
countries with the largest GDP, and the top 50 markets. 
30 GDP and GDP per capita are at 2005 prices. 31 See Lovely and Pham (2015) for further explanation of the opposite signs of OLS and IV regression 
results. 
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statistic (335.79), the Kleibergen-Paap rank LM statistic (85.284) for under-
identification test and the Cragg-Donald Wald F-statistic (4.7e+04) for weak 
identification test are high enough to confirm the validity of our instrument.32 Both IV 
estimates on the effects of China’s exports are statistically significant, at 1% level. 
They show the competition effects of China’s T&A exports, which are similar to those 
of previous studies by Geda and Meskel (2008), Giovannetti and Sanfilippob (2009) 
and Giovannetti et al. (2013). 
2.5.1.2. China’s effects on world T&A exporter groups 
The effects of China’s T&A exports on the exports of China’s main competitors from 
different regions were further examined. Note that Log(EXcjht)_EA, Log(EXcjht)_SEA, 
Log(EXcjht)_SA, Log(EXcjht)_LA, Log(EXcjht)_AF, Log(EXcjht)_EU and 
Log(EXcjht)_USA denote the effects of China’s T&A exports on exporters from East 
Asia, South East Asia, South Asia, Latin America, Africa, Europe  and the United 
States of America (USA). 
Table 2.3 summarises the 2SLS IV regression results by exporter groups. The first 
column shows widespread competition from China to exporter groups. This supports 
the findings of previous studies by Geda and Meskel (2008) on African clothing and 
accessories exporters; Amann et al (2009) on Asian textiles and clothing exporters; 
Eichengreen et al. (2004) on Asian clothing exporters; and Roland-Holst and Weiss 
(2005) on ASEAN textiles and garment exporters. Most of our findings about the 
substitution effects on exporter groups are significant, at 1% level. China’s exports 
have the greatest negative effect on the exports of its competitors from East Asia and 
Latin America. A 1% increase in Chinese T&A exports will lower Japan and Korea’s 
exports, or Brazil and Mexico’s, by more than 0.6%, or approximately 0.5%, 
respectively. Our findings about East Asian exporters (high-income countries) contrast 
to the results of Shafaeddin (2004) and Amann et al. (2009), in which higher-
income/advanced Asian economies faced no or little competition, compared to lower-
income Asian countries. They also confirm the findings of Greenaway et al. (2008) 
regarding stronger displacement effects of China’s exports on high-income countries; 
and Athukorala’s (2009) on significant displacement effects on high-wage East Asian 
Newly Industrialized Economies (NIEs). Compared to other regions, exporters from                                                         
32 We used only one IV, so the equation is exactly identified in over-identification tests of all instruments 
(the Hansen J statistic is 0.000). We also included common border, common language and common 
currency between China and the importing country as IVs, to check sensitivity. We found that the effects 
of China’s exports are approximate when using only China’s distance to the importing country. 
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the US, Africa and Europe tend to be less negatively affected (0.2-0.3% reduction). 
The effects on Africa—the group with the smallest number of observations—are 
smallest in value.33 
Table 2.3 reports the results of a more detailed estimation on specific markets, 
consisting of OECD and non-OECD nations in columns 2 and 3. China’s exports have 
differing effects on the exports of its rivals in OECD and non-OECD 
countries/markets,34 but there are still displacement effects on both markets. In T&A 
products, the competitive pressure from China is higher on the exports of its 
competitors in OECD markets. Overall, a 1% growth in Chinese exports is associated 
with a fall of over 0.3%, and approximately 0.2% in the exports of its competitors in 
OECD and non-OECD countries, respectively. This finding suggests that China’s 
T&A exports are currently likely to target penetration of higher-income markets, by 
improving their quality and competitiveness. Exporters may face more competition 
from China’s exports in the markets of developed countries. In particular, East Asian 
and Latin American exporters are still most adversely affected in OECD markets, but 
China has the greatest displacement effect on US and East Asian exporters that crowd 
out their exports by more than 0.4% in non-OECD markets. African and European 
exporters are much more negatively affected in OECD than non-OECD markets. These 
findings confirm the displacement effect of China’s T&A exports on the exports of 
African and EU countries in the OECD markets studied by Giovannetti et al. (2013). 
They are in-line with Jenkins and Edwards (2006), similar to those found by Tan 
(2005) on exports of ASEAN member countries to members of OECD (namely the 
US, EU and Japan) and by IDB (2005) in Latin American and Caribbean markets. 
2.5.1.3. The effects of China’s T&A exports in textiles and apparel subsectors 
Table 2.4 reports the results of estimates on subsectors including T&A. Columns 1 and 
2 show that all exporter groups are exposed to strong competition from China, but 
apparel exporters are much more seriously affected. If China’s exports increase by 1%, 
textiles exports from its competitors will decrease by only 0.25%, but apparel exports 
will be reduced by an average of nearly 0.5%. East Asian, Latin American and US 
exporters face more competition from China in both textiles and clothing. African and                                                         
33 The number of observations for each groups are: 243,252 (East Asia); 335,902 (South East Asia); 
314,225 (South Asia); 94,834 (Latin America); 88,976 (Africa); 1,030,083 (Europe); 194,800 (US). 
34 I classify importing countries into OECD and non-OECD countries, with the purpose of finding 
China’s effects on (i) market for high-income countries (OECD), mainly developed countries and (ii) 
market for middle-income countries (non-OECD), mainly developing countries in Africa, Asia and 
Latin America. See Appendix 2.E. 
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European exporters tend to be least affected by China’s textiles, and South East Asian 
countries suffer least from China’s competition in apparel. 
These results can be explained by the similarity index conducted by Huong Nguyen 
(2016). The similarity index of China’s products and its competitors’ are higher in 
apparel than textiles, suggesting that China has a higher possibility of displacing 
apparel products. Latin America and he US have higher levels of similarity, so are 
under more competitive pressure in both subsectors. Africa’s exports are least similar 
and also least effected. However, this index is likely not to confirm the effects on East 
Asia in both products, and on South East Asia in apparel. This can be explained by the 
difference in the quality of goods from these countries: some exporters produce the 
same types of good as China, but their products are different in quality, so not close substitutes. 
Our findings on China’s displacement effects in T&A on Asian exporters is similar to 
the results from the aggregate data-based study by Eichengreen et al. (2004) on 13 
Asian countries. They found that China had small and insignificant effects on textiles, 
but significantly larger and negative effects on clothing, at the coefficient of 0.014 and 
-0.28, respectively. However, by using disaggregate data we found much greater 
competitive pressure from China. 
2.5.1.4. The effects of China’s T&A exports by category of goods 
According to the UN (2002), T&A exports can be classified into two broad categories 
of goods: consumption goods and intermediate goods. In columns 3 and 4 of Table 
2.4, it is clear that T&A exports classified as consumption goods are more adversely 
affected by China’s exports. There is about a 0.4% fall in T&A as consumption goods, 
compared with a 0.2 fall of T&A as intermediate goods, if China’s exports rise by 1%. 
This finding is in-line with the results of the study by Eichengreen et al. (2004). We 
also found that China exhibits strong evidence of displacement effects on all groups 
exporting T&A as consumption goods and as intermediate goods. However, the 
pressure on consume consumption goods is much higher. East Asian, Latin American 
and US exporters face more competition from China’s T&A consumption goods, 
whereas East Asian, Latin American and South Asian countries are more adversely 
affected by intermediate goods. Notably, China’s effects on African exporters of T&A 
as intermediate goods are positive and insignificant. 
There is strong evidence of the competition from China in T&A exports. All groups 
of exporters are adversely affected, in both OECD and non-OECD markets, especially 
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East Asian exporters. All exporter groups (except for US exporters) suffer more from 
China’s competition in OECD markets, than in non-OECD markets. China also has 
larger substitution effects on the exports of T&A consumption goods/ apparel than 
intermediate goods/ textiles.  
2.5.2. China’s effects on world T&A exports on the extensive margin 
Probit regressions for equation 2.2 were used to investigate the effects of China’s T&A 
exports on the extensive margin, the likelihood of exports by other countries to the 
same destination. Table 2.5 presents the results of the standard and 2SLS IV probit 
regression, and illustrates the same findings as in the regression results on the intensive 
margin at significance level of 1%. From the standard probit regression we found that 
China’s exports in T&A have a positive effect (0.107) on the probability of having 
positive export flows of a product to the same third market. However, this finding is 
likely biased, and the result of the correlation between China’s and its competitors’ 
exports. In contrast, from 2SLS IV probit regression, a negative effect (-0.256) of 
China’s exports on the export probability of its competitors was found, at a 
significance level of 1%. China’s marginal effect is also negative (-0.086). The high 
value of first-stage F-statistic (10904.77) and Wald test of exogeneity (30255.24) 
verifies the validity of the selected model and IV probit regression. Additionally, 
analysing the effects on the extensive margin provides better understanding and 
confirmation of China’s displacement effects in T&A. 
Regarding groups of exporters, Table 2.6 reports China’s significant and negative 
effects, which are dominant. Latin American and East Asian exporters were still most 
seriously affected by the competition from China on the extensive margin at the 
coefficient of more than -0.3, and the marginal effect of over -0.1. However, the effects 
vary in extent in OECD and non-OECD markets. In contrast to the results of the 
intensive margin, China’s T&A exports have higher displacement effects on the 
probability of having nonzero export flows of a product to the same destination in non-
OECD than OECD markets. The coefficients and marginal effects for these markets 
are -0.524 and -0.137, and -0.259 and 0.101, respectively. Unlike the effects on the 
intensive margin, China has strongest influence on the exports of Europe, then South 
East Asia and South Asia, on the extensive margin in OECD market. China’s export 
flows may effectively prevent these countries’ probability of expanding its exports in 
this market, but its competition has a small effect on US exports. China’s effects are 
large, significant and widespread among all exporter groups in non-OECD markets. 
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Latin American and then South East Asian economies experience the highest 
competitive pressure from China. 
Table 2.7 shows the results of regressions by category of goods: consumption and 
intermediate goods. Although evidence of displacement effects among all exporter 
groups in both types is still found, there is a significant difference in China’s effects 
between the two categories of goods. China has consistent, significant and large effects 
on T&A as consumption goods, but varied, small and sometimes insignificant effects 
on intermediate goods. The coefficients for different groups in consumption goods are 
around -0.6, but from -0.004 (European exporters) to -0.347 (Latin American 
exporters) in intermediate goods. China’s effects are statistically insignificant against 
African, European and US exporters in T&A as intermediate goods. 
On the extensive margin, we still found that China’s negative effects are nearly 
consistent with the intensive margin across the regions, and among groups of 
exporters. However, there is a difference in extent when analysing markets or types of 
goods in more detail. 
2.5.3. Sensitivity checks 
2.5.3.1. Robustness checks - the intensive margin 
Between 1993 and 2013, world T&A exports experienced three major changes or 
shocks that may have increased competition among major T&A exporters: (i) China’s 
accession to the WTO in 2001, which was an opportunity for China to expand its 
market; (ii) the removal of MFA in 2005, which may have intensified competition 
among T&A exporters; and (iii) the GFC in 2007–2008, which affected the demand 
for T&A exports from developed importers. The author therefore checked the 
robustness by using a series of samples related to these shocks. 
For the intensive margin a series of sensitivity checks were undertaken by using the 
subsamples. First, GFC subsamples were used, and the regression results are presented 
in Table 2.8. The coefficients of China’s effects have the same expected signs 
indicating China’s displacement effects on all T&A exports of all exporter groups. 
However, China’s effects after the crisis are much stronger. Second, subsamples before 
and after China’s WTO’s accession (2001) were used to check robustness. The results 
from Table 2.9 are consistent in sign and similar in value. However, after becoming a 
WTO member, China has had greater adverse effects on T&A exports of its 
competitors from all regions. Third, we performed regressions using data from before 
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and after MFA removal. The results show strong evidence for the displacement effects 
of China’s T&A exports. In general, China has reduced the exports of other countries 
by expanding its export markets after the removal.  
Besides using samples related to these shocks, we further checked robustness in a 
number of ways and reported the results of these checks in Table 2.10. To address the 
argument that China can be an important market for other exporting countries, 
especially Asian exporters, we included China’s T&A imports from an exporting 
country i Log(EXicht) in independent variables, and found the same expected 
displacement effects of China’s exports, but a little higher in value. We also added 
more IVs, namely China’s common border and common language with importing 
country in our regressions, and found nearly identical results.  
2.5.3.2. Robustness checks - the extensive margin 
We also used subsamples for the GFC, WTO and MFA to test China’s influence on 
the extensive margin of trade. Tables 2.11 and 2.12 report similar results from the 
subsamples, in terms of both sign and value, to the full sample. China’s displacement 
effect after the GFC is stronger than before, while this effect after WTO entry and 
MFA removal are weaker. 
2.6. Conclusions 
Using product-level data, this essay has explored the effects of Chinese T&A exports 
on trade performance in other exporting countries, by examining the existing product 
lines (intensive margin) and new product lines (extensive margin). OLS regressions 
produced biased estimates, but IV regressions worked well. We found substantial and 
widespread competition from China on both margins of trade at statistically significant 
levels of 1 or 5%. There is clear evidence of displacement effects across the majority 
of exporters, in OECD and non-OECD markets, which tends to be greatest for East 
Asian and Latin American exporters. US exports were dramatically crowded out in 
non-OECD markets, while African exporters were generally under lower pressure 
from China. Unlike the effects on the intensive margin, China’s T&A exports have 
had higher negative effects on the probability of having nonzero export flows of a 
product to non-OECD than OECD markets. Regarding the category of goods, China 
has had a more substantial effect on T&A as consumption goods than as intermediate 
goods. More intensive analysis on specific subsectors reveals that China’s clothing 
exports seemed to be more negatively correlated with those from its competitors than 
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textiles exports. Overall, other countries have experienced intensified export 
competition from China in T&A. 
This thesis found a strong tendency for China’s T&A exports to crowd out the exports 
of its competitors which suggests several policy implications. First, China has greater 
competitiveness in apparel and T&A as consumption goods, which are produced by 
more labour-intensive subsectors, than textiles and T&A as intermediate goods by 
more capital-intensive ones. It is, thus, likely to be less challenging for other countries 
to export these more capital-intensive goods. Additionally, the evidence of intensified 
competition from China’s T&A exports in different markets suggests other exporting 
countries find new potential markets. For instance, US exporters may focus more on 
OECD markets while Latin American, African, South Asian and European exporters 
may direct more of their exports to non-OECD markets. However, in order to compete 
successfully with China, all countries, notably developing exporters of T&A should 
(ii) apply technology to increase the productivity of their T&T sectors, which is a 
catalyst for price reduction, and to increase added value, (ii) promote product 
diversification and differentiation and (iii) enhance quality improvement. 
  
33 
 
REFERENCES 
Aitken, N. D., 1973. The Effect of EEC and EFTA on European Trade: A Temporal Cross-
Section Analysis. American Economic Review, 63(5), pp. 881-892. 
Amann, D., Lau, B. and Nixson, F., 2009. Did China Hurt the Textiles and Clothing 
Exports of Other Asian Economies, 1990-2005? Oxford Development Studies, 
37(4), Routledge. 
Ananthakrishnan, P., Jain-Chandra, S., 2005. The Impact on India of Trade Liberalization 
in the Textiles and Clothing Sector. IMF working paper no. 05/214. 
Anderson, J. E., 1979. A Theoretical Foundation for the Gravity Equation. American 
Economic Review, 69(1), pp. 106-116. 
Anderson, J. E., van Wincoop, E., 2003. Gravity with Gravitas. American Economic 
Review, 93(1), pp. 170-192. 
Athukorala, P., 2009. The Rise of China and East Asian Export Performance: Is the 
Crowding-Out Fear Warranted? The World Economy, 32, pp. 234-266. 
Baier, S. L., and Bergstrand, J.H., 2009. Bonus Vetus OLS: A Simple Method for 
Approximating International Trade-Cost Effects Using the Gravity Equation. 
Journal of International Economics, 77(1), pp. 77-85. 
Baldwin R., and Harrigan, J., 2011. Zeros, Quality, and Space: Trade Theory and Trade 
Evidence. American Economic Journal: Microeconomics, 3: 60-88. 
Blázquez-Lidoy, J., Rodríguez, J. and Santiso, J., 2006. Angel or devil? China’s Trade 
Impact on Latin American Emerging Markets. Working paper no. 252, OECD 
Development Centre. 
Chaney, T., 2008, Distorted Gravity: The Intensive and Extensive Margins of International 
Trade. American Economic Review, 98(4), pp. 1707-1721. 
Cheng, I.H., and Wall, H.J., 2005. Controlling for Heterogeneity in Gravity Models of 
Trade. Federal Reserve Bank of St. Louis Review, January/February, pp. 49-63. 
Eaton, J., and Kortum, S., 2002. Technology, Geography and Trade. Econometrica, 70, 
pp. 1741-1780. 
Eichengreen, B., Rhee, Y. and Tong, H., 2007. China and the Exports of Other Asian 
Countries.  Review of World Economics, 143(2), pp. 201-226. 
Flam, H. and Nordstrom H., 2011, Gravity Estimation of the Intensive and Extensive 
Margins of Trade: An Alternative Procedure with Alternative Data. CESifo working 
paper no. 3387.  
Frankel, J., and Romer, D., 1999. Does Trade Cause Growth? American Economic 
Review, 89(3), pp. 379-399. 
Geda, A., Meskel, A.G., 2008. China and India’s Growth Surge: Is it a Curse or Blessing 
for Africa? The Case of Manufactured Exports. African Development Review, 20(2), 
pp. 247-272. 
Giovannetti, G., Sanfilippo, M. and Velucchi, M., 2013. The “China Effect” on EU 
Exports to OECD markets – A Focus on Italy, in Gomel, G. et al (Eds.), The 
Chinese Economy: Recent Trends and Policy Issues, Springer, Heidelberg, pp. 
163-180. 
34 
 
Giovannetti, G., Sanfilippob, M., 2009. Do Chinese Exports Crowd-out African Goods? 
An Econometric Analysis by Country and Sector. European Journal of 
Development Research, 21(4), pp. 506-530. 
Greenaway, D., Mahabir, A. and Milner, C., 2008. Has China Displaced other Asian 
Countries' Exports? China Economic Review, 19, pp. 152-169. 
Helpman, E., Melitz, M. and Rubinstein, Y., 2008. Estimating Trade Flows: Trading 
Partners and Trading Volumes. Quarterly Journal of Economics, 123, pp. 441-487.  
Ianchovichina, E., Martin, W., 2006. Trade Impact of China’s World Trade Organization 
Accession, Asian Economic Policy Review, 1, pp. 46-65. 
Ianchovichina, E., Walmsley, T., 2005. Impact of China’s WTO Accession on East Asia. 
Contemporary Economic Policy, 23 (2), pp. 261-277. 
IDB (Inter-American Development Bank), 2005. The Emergence of China: 
Opportunities and Challenges for Latin America and the Caribbean. World Bank 
working paper no. 66625.  
Jenkins, R., 2008b. Measuring the Competitive Threat from China for Other Southern 
Exporters. The World Economy, 31(10), pp. 1351-1366. 
Jenkins, R., Edwards, C., 2006. The Economic Impacts of China and India on Sub-Saharan 
Africa: Trends and Prospects. Journal of Asian Economics, 17, pp. 207-225. 
Keane, J., Velde, D.W., 2008.  The Role of Textile and Clothing Industries in Growth and 
Development Strategies. Research paper, Investment and Growth Program, 
Overseas Development Institute. 
Lall, S., Weiss, J and Oikawa, H., 2005. China’s Competitive Threat to Latin America: 
An Analysis for 1990-2002. Oxford Development Studies, 33 (2), pp. 163-194 
López-Cordóva, E., Micco, A. and Molina, D., 2007. Competing with the Dragon: 
Latin American and Chinese Exports to the US Market, in J. Santiso (ed.), The 
Visible Hand of China in Latin America. Development Centre Studies, OECD. 
Lovely, M. and Pham, C.S., 2015. China’s Exports and their Effects on the Intensive 
Margin and the Extensive Margin of its Competitors: The Case of Exports in 
Electronic Products. Mimeo  
MacDonald, S., Pan, S., Somwaru, A. and Tuan, F., 2004. China’s Role in World Cotton 
and Textiles Markets. 7th Annual Conference on Global Economic Analysis, 
Washington, DC. 
Nordas, H., 2004. The Global Textiles and Clothing Industry Post the Agreement on 
Textiles and Clothing. World Trade Organization, Discussion Paper No. 5. 
OECD (Organization of Economic Co-operation and Development), WTO (World 
Trade Organization) and IDE-JETRO (Institute of Developing Economies-Japan 
External Trade Organization), 2013. Aid for Trade and Value Chains in Textiles 
and Apparel, report. 
Pham, C. S., Nguyen, X., Sgro, P. and Tang, X., 2016. Has China Displaced Its 
Competitors in High-Tech Trade? The World Economy, forthcoming. 
Nguyen, H., 2016. The Impact of China’s Textiles and Apparel Exports on its Competitors 
on the Intensive Margin. 11th Australasian Trade Workshop, Adelaide. 
Qureshi, M.S., Wan G., 2008. Trade Expansion of China and India: Threat or 
Opportunity? The World Economy, 31(10), pp. 1327-1350. 
35 
 
Roland-Holst, D., Weiss, J., 2005. People’s Republic of China and its Neighbors: 
Evidence on Regional Trade and Investment Effects. Asian-Pacific Economic 
Literature, 19(2), pp. 18-35. 
Schott, P. K., 2004. Across-Product versus Within-Product Specialization in International 
trade. Quarterly Journal of Economics, 119(2), pp. 647-678. 
Shafaeddin, M., 2004. Is China’s Accession to WTO Threatening Exports of Developing 
Countries? China Economic Review, 15(2), pp. 109-144. 
Tan, J., 2005. The Liberalization of Trade in Textiles and Clothing: China’s Impact on the 
Asean Economies. Department of Economics, Stanford University. 
Tinbergen, J., 1962. Shaping the World Economy: Suggestions for an International 
Economic Policy. New York: The Twentieth Century Fund. 
Truett, L. G., Truett, D.B, 2010. New Challenges for the South African Textile and 
Apparel Industries in the Global Economy. Journal of Economic Development, 5(4), 
pp. 73-91. 
United Nations, Department of Economic and Social Affairs, Statistics Division, 2002. 
Classification by Broad Economic Categories. Statistical Papers Series M No. 53, 
Rev. 4. 
Wong, J., Chan, S., 2002. China’s Emergence as a Global Manufacturing Center: 
Implications for ASEAN. Asia Pacific Business Review, 9(1), pp. 79-94. 
Yang, Y., Zhong, C., 1998. China’s Textile and Clothing Exports in a Changing World 
Economy. The Developing Economies, 36 (1), pp. 3-23.  
36 
 
TABLES 
Table 2.1 
T&A Exports and Summary of Statistics of Main Variables 
 
Variable Mean S. Deviation Min Max 
Log(Xijht) 11.133 2.298866 6.907755 21.29215 
Log(EXcjht) 13.24876 2.559541 6.907755 21.81165 
Log(GDPit*GDPjt) 54.70094 1.858804 47.81925 59.80793 
Log(GDPCit*GDPCjt) 18.91106 1.807555 11.71912 22.2307 
Log(distanceij) 8.389197 .9323038 5.937999 9.876936 
 
 
Table 2.2 
The Overall Effects of China’s T&A Exports on World Trade,  
on the Intensive Margin 
 
Explanatory Variables OLS 2SLS IV GMM IV (1) (2) (3) 
Log(EXcjht) 0.237    
(36.90)*** 
-0.276    
(3.37)***   
-0.276    
(56.63)***   
Log(GDPit*GDPjt) 0.310    
(13.28)*** 
0.628    
(10.82)*** 
0.628     
(188.68)*** 
Log(GDPCit*GDPCjt) 0.053    
(2.19)**   
0.038    
(1.26)    
0.038     
(23.70)***   
Log(distanceij) -0.474    
(9.48)***   
-0.445    
(9.11)***   
-0.445    
(159.56)*** 
Borderij 0.903    
(5.03)***   
0.708    
(4.30)***   
0.708     
(91.24)***   
Languageij 0.261    
(2.43)**   
0.286    
(2.70)***   
0.286     
(49.75)***   
Colonyij 0.042    
(0.32)    
0.035    
(0.25)    
0.035     
(5.42)***   
Currencyijt 0.512    
(4.17)***   
0.413    
(3.59)***   
0.413     
(55.18)***   
RTAijt 0.330    
(4.04)***  
0.245    
(3.16)***  
0.245     
(47.36)*** 
First stage F-stat.  335.79  
Kleibergen-Paap rk LM 
statistic [p] 
 85.284 
[0.0000] 
 
Cragg-Donald Wald F stat.  4.7e+04  
R2 0.25     0.03  
Observations 2,322,063 2,322,063 2,322,063 
Notes: (1) The regressions use clustering of exporter pairs. (2) Results for the year 
dummies, exporter dummies, product dummies and constants are not reported. (3) 
Statistical significance is denoted as *10% **5% and ***1%. (4) T-statistics based on 
the robust standard errors in parentheses. 
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Table 2.3 
The Effects of China’s T&A Exports on World Trade, on the Intensive Margin 
By third market 
Explanatory Variables All markets OECD Non-OECD (1) (2) (3) 
Log(EXcjht)_All Exporters -0.276    
(3.37)***   
-0.332  
(3.16)***   
-0.196 
(1.91) 
Log(EXcjht)_EA -0.663  
(5.92)***    
-0.544   
(4.17)***   
-0.404  
(3.52)*** 
Log(EXcjht)_SEA -0.214   
(2.31)**   
-0.279   
(2.53)**   
-0.176   
(1.52)   
Log(EXcjht)_SA -0.327   
(2.83)***   
-0.402  
(3.09)***    
-0.190   
(1.51)   
Log(EXcjht)_LA -0.479   
(5.01)***   
-0.567   
(4.62)***   
-0.314  
(2.10)**   
Log(EXcjht)_AF -0.207   
(1.64)    
-0.419   
(2.97)***   
-0.027  
(0.25)*    
Log(EXcjht)_EU -0.223   
(2.53)**   
-0.345   
(3.19)*** 
-0.051   
(0.49)   
Log(EXcjht)_USA -0.346    
(2.95)***   
-0.243   
(1.88)*    
-0.410  
(2.56)**   
Observations 2,322,063 1,695,155 626,908 
Notes: (1) The regressions use clustering of exporter pairs. (2) Results for the 
year dummies, exporter dummies, product dummies and constants are not 
reported. (3) Statistical significance is denoted as *10% **5% and ***1%. (4) 
T-statistics based on the robust standard errors in parentheses. (5) Results of 
all other variables, similar to those in Table 2.2, are not reported. 
 
Table 2.4 
The Effects of China’s T&A Exports on World Trade, on the Intensive Margin 
By sector and category of goods 
Explanatory Variables By Sector By Category of Goods Textiles Apparel Intermediate Consumption 
 (1) (2) (3) (4) 
Log(EXcjht)_All Exporters -0.254    
(3.73)***   
-0.482    
(3.05)*** 
-0.241 
(3.44)*** 
-0.487 
(3.36)*** 
Log(EXcjht)_EA -0.507    
(4.69)***   
-0.657    
(3.54)***   
-0.405   
 (3.66)***   
-0.680    
(3.98)***   
Log(EXcjht)_SEA -0.262    
(3.27)***   
-0.344   
(2.10)**    
-0.241   
(2.78)***    
-0.360    
(2.37)**   
Log(EXcjht)_SA -0.362    
(3.65)***   
-0.443    
(2.40)**   
-0.363    
(3.19)***   
-0.426    
(2.47)**   
Log(EXcjht)_LA -0.445    
(5.47)***   
-0.623 
(3.77)***      
-0.384  
(4.68)***     
-0.633    
(4.06)***   
Log(EXcjht)_AF -0.042    
(0.40)*    
-0.386    
(1.95)*    
0.035    
(0.33)    
-0.411   
 (2.26)**   
Log(EXcjht)_EU -0.159  
(2.22)**     
-0.453    
(2.78)***   
-0.158  
(2.14)**   
-0.452    
(3.01)***   
Log(EXcjht)_USA -0.353    
(3.77)**   
-0.594    
(2.68)*** 
-0.334    
(3.32)***   
-0.608    
(3.02)***   
Observations 1,163,431 1,158,632 924,406 1,397,657 
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Table 2.5 
The Overall Effects of China’s T&A Exports on World Trade,  
on the Extensive Margin 
Explanatory Variables 
Standard 
Probit 
IV Probit 
Coefficient 
IV Probit 
Marginal 
Effect 
Log(EXcjht) 0.107   
(46.69)*** 
-0.256       
(106.33)*** 
-0.086   
(4.21)*** 
Log(GDPit*GDPjt) 0.285   
(23.90)*** 
0.526      
(311.78)***      
0.180   
(12.99)*** 
Log(distanceij) -0.476   
(15.79)*** 
-0.478     
(374.04)***      
-0.165  
(15.20)***   
Borderij 0.148  
(0.98)      
0.031      
(7.12)***       
0.009    
(0.17)    
Languageij 0.333   
(4.75)***   
0.387       
(139.93)***     
0.139  
(5.16)***    
Colonyij 0.303   
(3.36)***   
0.336       
(98.03)***      
0.123   
(3.39)***   
Currencyijt 0.459   
(7.09)***   
0.384    
(68.98)***         
0.135   
(5.37)***   
RTAijt 0.302   
(6.81)***   
0.297     
(133.07)***    
0.107  
(6.72)***    
First stage F-stat.   10904.77  
Wald test of exogeneity  30255.24  
Observations 7,043,496 7,043,496 7,043,496 
Notes: (1) Results for the year dummies, exporter dummies, product dummies and 
constants are not reported. (2) Statistical significance is denoted as * 10%t, ** 5% 
and *** 1%. (3) Z-statistics based on the robust standard errors in parentheses. 
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Table 2.6 
The Effects of China’s T&A Exports on World Trade, on the Extensive Margin 
By third market  
Explanatory 
Variables 
All Markets OECD Market Non-OECD Market 
Coefficient Marginal 
Effect 
Coefficient Marginal 
Effect 
Coefficient Marginal 
Effect 
Log(EXcjht)_All 
Exporters 
-0.244   
(4.18)***   
-0.086   
(4.21)*** 
-0.259    
(3.96)*** 
-0.101   
(3.97)*** 
-0.524   
(3.04)*** 
-0.137   
(3.05)*** 
Log(EXcjht)_EA -0.305   
(4.23)***    
-0.108   
(4.24)***   
-0.214   
(2.64)***   
-0.084   
(2.64)***   
-0.572 
(3.11)***     
-0.149   
(3.13)***   
Log(EXcjht)_SEA -0.271    
(4.54)***   
-0.096   
(4.56)***   
-0.277   
(4.50)***   
-0.108   
(4.52)*** 
-0.670   
(3.78)***   
-0.175   
(3.78)***   
Log(EXcjht)_SA -0.229  
(3.27)***    
-0.081   
(3.29)***   
-0.272   
(3.88)***   
-0.106   
(3.89)***   
-0.357   
(1.93)*    
-0.093   
(1.93)*    
Log(EXcjht)_LA -0.332 
(4.66)***     
-0.118 
(4.68)***      
-0.208   
(3.21)***   
-0.081   
(3.22)***   
-0.684   
(3.79)***   
-0.178   
(3.80)***   
Log(EXcjht)_AF -0.151  
(2.26)**    
-0.053   
(2.27)**   
-0.203   
(2.88)***   
-0.079   
(2.89)***   
-0.463 
(2.69)***     
-0.121  
(2.69)***    
Log(EXcjht)_EU -0.243    
(3.98)***   
-0.086   
(4.00)***   
-0.325   
(5.17)***  
-0.127 
(5.20)***     
-0.459   
(2.62)*** 
-0.120 
(2.62)***   
Log(EXcjht)_USA -0.179   
(2.18)**   
-0.063   
(2.18)** 
-0.060 
(0.80)                                                                                                         
-0.023 
(0.80)
-0.435   
(2.34)**
-0.114   
(2.35)**  
Observations 7,043,496 7,043,496 4,250,514 4,250,514 2,792,982 2,792,982 
Notes: (1) Results for the year dummies, exporter dummies, product dummies and constants are 
not reported. (2) Statistical significance is denoted as * 10 %, ** 5 % and *** 1 %. (3) Z-
statistics based on the robust standard errors in parentheses. (4) Results of all other variables, 
similar to those in Table 2.5, are not reported. 
                                                             
Table 2.7 
The Effects of China’s T&A Exports on World Trade, on the Extensive Margin 
By category of good                                                                                                                          
Explanatory Variables Intermediate Consumption Coefficient Marginal Effect Coefficient Marginal Effect 
Log(EXcjht)_All Exporters -0.089 
(39.70)** 
-0.028    
(2.12)** 
-0.685      
(86.33)** 
-0.239   
(5.56)*** 
Log(EXcjht)_EA -0.224    
(2.73)***   
-0.072   
(2.74)***   
-0.652    
(5.35)***   
-0.242   
(5.38)***   
Log(EXcjht)_SEA -0.093    
(1.73)*    
-0.030    
(1.74)*    
-0.637   
(5.43)***   
-0.237   
(5.45)***   
Log(EXcjht)_SA -0.165    
(2.65)***   
-0.053   
(2.65)***   
-0.581   
(4.68)***   
-0.216   
(4.70)***   
Log(EXcjht)_LA -0.347    
(4.93)***   
-0.112   
(4.96)***   
-0.679   
(5.53)***   
-0.252   
(5.56)***   
Log(EXcjht)_AF -0.012    
(0.20)    
-0.004    
(0.20)    
-0.574   
(4.80)***   
-0.213   
(4.82)***   
Log(EXcjht)_EU -0.004    
(0.09)   
-0.001    
(0.09)    
-0.674   
(5.73)***   
-0.250   
(5.76)***   
Log(EXcjht)_USA -0.065   
(0.96)     
-0.021    
(0.96) 
-0.592   
(4.29)***         
-0.220   
(4.30)*** 
Observations 3,137,249 3,137,249 3,906,247 3,906,247  
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Table 2.8 
The Overall Effects of China’s T&A Exports on World Trade, on the Intensive Margin  
GFC subsamples 
Explanatory Variables 
Excluding GFC 
(2007-2008) 
Before GFC 
1993-2006 
After GFC 
2009-2012 
2SLS IV GMM IV 2SLS IV GMM IV 2SLS IV GMM IV 
Log(EXcjht) -0.272 
(3.31)*** 
-0.272   
(52.47)*** 
-0.211 
(2.70)*** 
-0.211   
(39.53)*** 
-0.498 
(4.26)*** 
-0.498  
(32.11)*** 
Log(GDPit*GDPjt) 0.617 
(10.78)*** 
0.617    
(177.67)*** 
0.571   
(10.85)*** 
0.571    
(164.54)*** 
0.854    
(9.07)*** 
0.854   
(70.44)*** 
Log(GDPCit*GDPCjt) 0.041    
(1.36) 
0.041   
(23.97)*** 
0.047    
(1.58) 
0.047   
(24.89)*** 
0.020    
(0.54) 
0.020    
(5.02)*** 
Log(distanceij) -0.448  
(9.18)*** 
-0.448   
(150.43)*** 
-0.452   
(8.93)*** 
-0.452   
(131.97)*** 
-0.414   
(7.23)*** 
-0.414  
(63.01)*** 
Borderij 0.712    
(4.26)*** 
0.712    
(86.23)*** 
0.736   
(4.17)*** 
0.736    
(78.43)*** 
0.610  
(3.82)*** 
0.610 
(33.49)*** 
First Stage F-statistic 327.76  295.62  193.23  
Kleibergen-Paap rk LM statistic [p] 84.314 
[0.0000] 
 87.424 
[0.0000] 
 71.233 
[0.0000] 
 
Cragg-Donald Wald F statistic 4.2e+04  3.8e+04  5787.770  
Observations 2,033,607 2,033,607 1,454,921 1,454,921 578,686 578,686 
Notes: (1) The regressions use clustering of exporter pairs. (2) Results for the year dummies, exporter dummies, product dummies and 
constants are not reported. (3) Statistical significance is denoted as * 10 %, ** 5 % and *** 1 %. (4) T-statistics based on the robust 
standard errors in parentheses. (5) Results of all other variables, similar to those in Table 2.2, are not reported. 
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Table 2.9 
The Overall Effects of China’s T&A Exports on World Trade, on the Intensive Margin  
WTO accession and MFA removal subsamples 
Explanatory Variables 
Before WTO 
1993-2001 
After WTO 
2002-2012 
Before MFA Removal 
1993-2004 
After MFA Removal  
2005-2012 
2SLS IV GMM IV 2SLS IV GMM IV 2SLS IV GMM IV 2SLS IV GMM IV 
Log(EXcjht) -0.199 
(2.38)**   
-0.199 
(27.80)***   
-0.323   
(3.75)*** 
-0.323    
(49.23)***   
-0.200 
(2.56)** 
-0.200 
(34.50)***  
-0.371  
(3.91)***   
-0.371   
(43.86)***   
Log(GDPit*GDPjt) 0.537 
(10.11)***    
0.537    
(122.10)*** 
0.699  
(10.65)***   
0.699    
(144.79)***  
0.552  
(10.78)***   
0.552    
(150.99)*** 
0.756  
(10.01)***   
0.756    
(115.61)*** 
Log(GDPCit*GDPCjt) 0.070  
(2.12)**    
0.070    
(26.69)***   
0.018   
(0.58)    
0.018   
(8.88)***    
0.056 
(1.81)*   
0.056    
(26.44)***   
0.018 
(0.53)      
0.018   
(6.98)***    
Log(distanceij) -0.478   
(8.89)***   
-0.478   
(101.46)*** 
-0.429  
(8.38)***    
-0.429   
(122.08)*** 
-0.458 
(8.83)***     
-0.458   
(119.58)*** 
-0.429  
(8.25)***    
-0.429   
(102.78)*** 
Borderij 0.709   
(3.71)*** 
0.709    
(56.94)***   
0.697   
(4.34)*** 
0.697   
(69.93)***    
0.737  
(4.02)***    
0.737    
(71.29)*** 
0.663   
(4.24)*** 
0.663    
(55.75)***   
First Stage F-statistic 218.48  361.18  276.74  288.51  
Kleibergen-Paap rk LM 
statistic 
83.158 
[0.0000] 
 81.521 
[0.0000] 
 84.817 
[0.0000] 
 81.265 
[0.0000] 
 
Cragg-Donald Wald F 
statistic 
2.2e+04  2.7e+04  3.3e+04  1.7e+04  
Observations 807,402 807,402 1,514,661 1,514,661 1,314,251 1,314,251 1,007,812 1,007,812 
Notes: (1) The regressions use clustering of exporter pairs. (2) Results for the year dummies, exporter dummies, product dummies and constants are 
not reported. (3) Statistical significance is denoted as * 10 %, ** 5 % and *** 1 %. (4) T-statistics based on the robust standard errors in parentheses. 
(5) Results of all other variables, similar to those in Table 2.2, are not reported. 
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Table 2.10 
The Overall Effects of China’s T&A Exports on World Trade,  
on the Intensive Margin  
Robustness Checks 
 
Explanatory Variables 
2SLS  
IV-Main 
2SLS  
IV-Main 
2SLS  
IV-All 
GMM  
IV-All 
(1) (2) (3) (4) 
Log(EXcjht) -0.276    
(3.37)***   
-0.323 
(3.49)***    
-0.243 
(3.19)*** 
-0.244    
(57.13)***   
Log(EXicht)  0.197   
(28.50)*** 
  
Log(GDPit*GDPjt) 0.628    
(10.82)*** 
0.716   
(10.68)*** 
0.608   
(11.28)*** 
0.608     
(205.34)*** 
Log(GDPCit*GDPCjt) 0.038    
(1.26)    
0.061   
(1.85)    
0.039   
(1.32)    
0.038     
(24.26)***   
Log(distanceij) -0.445    
(9.11)***  
-0.508   
(9.40)***   
-0.447   
(9.29)*** 
-0.447    
(163.06)*** 
Borderij 0.708    
(4.30)***   
0.678    
(3.91)***   
0.721   
(4.32)***   
0.721     
(94.64)***   
Languageij 0.286    
(2.70)***   
0.349   
(3.00)***   
0.285   
(2.70)***   
0.284     
(50.09)***   
Colonyij 0.035    
(0.25)    
0.087   
(0.56)    
0.035   
(0.25)    
0.035    
(5.55)***   
Currencyijt 0.413    
(3.59)***   
0.443   
(3.74)***   
0.419   
(3.64)***   
0.417    
(56.65)***   
RTAijt 0.245    
(3.16)***  
0.261   
(3.00)*** 
0.251   
(3.15)***   
0.249    
(48.85)*** 
First stage F-stat. 335.79 333.36 195.45  
Kleibergen-Paap rk LM 
statistic [p] 
85.284 
[0.0000] 
83.990 
[0.0000] 
104.782 
[0.0000] 
 
Cragg-Donald Wald F stat. 4.7e+04 4.7e+04 2.0e+04  
Hansen J statistic [p] 0.000 0.000 1.439 
[0.4869] 
 
Observations 2,322,063 2,322,063 2,322,063 2,322,063 
Notes: (1) The regressions use clustering of exporter pairs. (2) Results for the year 
dummies, exporter dummies, product dummies and constants are not reported. (3) 
Statistical significance is denoted as *10% **5% and ***1%. (4) T-statistics based on 
the robust standard errors in parentheses. 
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Table 2.11 
The Overall Effects of China’s T&A Exports on World Trade, on the Extensive Margin  
GFC Subsamples 
Explanatory Variables 
Excluding GFC 
(2007-2008) 
Before GFC 
1993-2006 
After GFC 
2009-2012 
Coefficient Marginal 
Effect 
Coefficient Marginal 
Effect 
Coefficient Marginal 
Effect 
Log(EXcjht) -0.266 
(101.83)*** 
-0.090 
(4.31)*** 
-0.268 
(91.64)*** 
-0.089   
(4.31)*** 
-0.300    
(48.42)** 
-0.103   
(4.10)*** 
Log(GDPit*GDPjt) 0.526  
(292.14)*** 
0.179 
(13.01)*** 
0.514  
(261.78)*** 
0.175   
(13.05)*** 
0.624  
(124.77)** 
0.215   
(10.94)*** 
Log(distanceij) -0.482   
(350.28)*** 
-0.166 
(15.28)*** 
-0.497 
(302.87)*** 
-0.170   
(14.50)*** 
-0.447  
(166.14)** 
-0.155   
(14.01)*** 
Borderij 0.022      
(4.65)*** 
0.005    
(0.10) 
0.020  
(3.44)*** 
0.003    
(0.06) 
0.030   
(3.44)** 
0.012    
(0.21) 
First stage F-stat. 9474.16  6874.41  3332.16  
Wald test of exogeneity 27524.64  22486.80  6014.01  
Observations 6145545 6145545 4,344,785 4,344,785 1,800,760 1,800,760 
Notes: (1) Results for the year dummies, exporter dummies, product dummies and constants are not reported. (2) Statistical 
significance is denoted as * 10 %, ** 5 % and *** 1 %. (3) Z-statistics based on the robust standard errors in parentheses. 
(4) Results of all other variables, similar to those in Table 2.5, are not reported. 
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Table 2.12 
The Overall Effects of China’s T&A Exports on World Trade, on the Extensive Margin  
WTO accession and MFA removal subsamples 
Explanatory 
Variables 
WTO Accession Sample MFA Sample 
Before WTO 
1993-2001 
After WTO 
2002-2012 
Before MFA 
1993-2004 
After MFA 
2005-2012 
Coefficient Marginal 
Effect 
Coefficient Marginal 
Effect 
Coefficient Marginal 
Effect 
Coefficient Marginal 
Effect 
Log(EXcjht) -0.345 
(74.86)***      
-0.116   
(4.68)***   
-0.222 
(78.19)*** 
-0.075  
(3.77)***    
-0.288 
(85.52)***        
-0.096   
(4.41)***   
-0.241  
(67.73)***         
-0.081   
(3.85)***   
Log(GDPit*GDPjt) 0.534      
(182.89)***       
0.182   
(11.96)*** 
0.538    
(248.26)***        
0.183   
(12.70)*** 
0.514   
(234.14)***         
0.175   
(12.78)*** 
0.569     
(200.47)***       
0.194   
(11.95)*** 
Log(distanceij) -0.516      
(217.29)***     
-0.179   
(14.06)*** 
-0.457     
(296.00)***      
-0.157   
(14.08)*** 
-0.505   
(271.46)***        
-0.174 
(14.21)***    
-0.456    
(252.63)***       
-0.157   
(14.16)*** 
Borderij -0.021     
(2.47)**  
-0.011   
(0.19)    
0.057       
(11.03)***    
0.018   
(0.34)    
0.007  
(1.01)                                                                                                                                   
-0.002   
(0.03)    
0.055       
(9.12)***
0.019   
(0.34)
First stage F-stat.  3962.88  8118.69  5585.42  6407.26  
Wald test of 
exogeneity 
14554.48  16990.41  19248.41  12451.21  
Observations 2,294,509 2,294,509 4,748,987 4,748,987 3,459,997 3,459,997 3,583,499 3,583,499 
Notes: (1) Results for the year dummies, exporter dummies, product dummies and constants are not reported. (2) Statistical 
significance is denoted as * 10 %, ** 5 % and *** 1 %. (3) Z-statistics based on the robust standard errors in parentheses. (4) 
Results of all other variables, similar to those in Table 2.2, are not reported. 
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APPENDICES 
Appendix 2.A 
Total Export Values of Major World Exporters, in billions of USD 
Year China USA Germany Japan Republic of Korea 
1993 294.00 597.00 487.90 463.50 105.60 
1994 344.50 643.70 536.80 497.80 120.70 
1995 400.60 718.60 645.80 546.00 154.10 
1996 404.20 753.90 634.10 497.40 157.30 
1997 444.30 819.50 609.80 501.40 162.00 
1998 425.30 801.10 640.90 457.10 155.50 
1999 431.70 804.10 630.10 485.00 167.10 
2000 514.10 883.30 622.90 542.50 194.80 
2001 509.70 811.70 634.00 447.50 166.60 
2002 578.00 755.70 671.80 454.80 176.70 
2003 715.80 773.50 800.20 504.30 207.30 
2004 892.20 846.70 944.00 585.80 262.90 
2005 1060.00 904.00 977.00 595.00 284.00 
2006 1254.00 1011.00 1089.00 629.10 316.00 
2007 1487.00 1099.00 1260.00 676.20 351.40 
2008 1668.00 1205.00 1362.00 723.80 391.10 
2009 1410.00 976.70 1041.00 535.30 335.40 
2010 1797.00 1161.00 1152.00 698.70 422.80 
2011 2087.00 1314.00 1314.00 730.80 492.80 
2012 2189.00 1336.00 1224.00 688.50 472.20 
Source: UN COMTRADE database and author’s calculations. 
Notes: China includes the PRC, Hong Kong and Macao. 
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Appendix 2.B 
Export Growth Rates of Major World Exporters 
Year China USA Germany Japan Republic of Korea 
1994 17.2 7.8 10.0 7.4 14.3 
1995 16.3 11.6 20.3 9.7 27.7 
1996 0.9 4.9 -1.8 -8.9 2.1 
1997 9.9 8.7 -3.8 0.8 3.0 
1998 -4.3 -2.2 5.1 -8.8 -4.0 
1999 1.5 0.4 -1.7 6.1 7.5 
2000 19.1 9.8 -1.1 11.9 16.6 
2001 -0.9 -8.1 1.8 -17.5 -14.5 
2002 13.4 -6.9 6.0 1.6 6.1 
2003 23.8 2.4 19.1 10.9 17.3 
2004 24.6 9.5 18.0 16.2 26.8 
2005 18.8 6.8 3.5 1.6 8.0 
2006 18.3 11.8 11.5 5.7 11.3 
2007 18.6 8.7 15.7 7.5 11.2 
2008 12.2 9.6 8.1 7.0 11.3 
2009 -15.5 -18.9 -23.6 -26.0 -14.2 
2010 27.4 18.9 10.7 30.5 26.1 
2011 16.1 13.2 14.1 4.6 16.6 
2012 4.9 1.7 -6.8 -5.8 -4.2 
Average 17.2 7.8 10.0 7.4 14.3 
Source: UN COMTRADE database and author’s calculations 
Notes: China includes the PRC, Hong Kong and Macao. 
 
 
Appendix 2.C 
World T&A Exports as Share of World Exports 
Year World Exports World T&A Exports Billion USD Percentage 
2010 14891.0 481.4 3.2 
2011 17689.4 567.4 3.2 
2012 17382.1 537.6 3.1 
2013 17939.3 582.6 3.2 
Source: UN COMTRADE database and author’s calculations. 
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Appendix 2.D 
Trade Values of Major T&A Exporters, in billions of USD 
Year China EU28* India Turkey Asia Latin America Africa USA 
1993 74.30  7.08 7.01 35.20 4.42 3.24 14.63 
1994 85.10  8.98 8.01 37.50 5.18 4.65 15.99 
1995 87.60  9.92 10.19 40.50 6.85 5.25 18.25 
1996 86.30  10.54 10.31 38.80 8.19 5.00 19.75 
1997 97.20  10.89 11.57 38.30 10.68 4.84 21.97 
1998 89.90  10.54 12.18 36.20 11.55 7.10 21.80 
1999 88.40  11.55 11.33 33.40 12.84 6.68 21.05 
2000 98.60 31.30 12.56 11.26 43.70 14.07 6.35 22.61 
2001 95.10 31.60 11.74 11.37 39.10 12.52 6.42 19.80 
2002 101.40 32.30 12.38 13.00 38.10 12.15 6.44 18.71 
2003 117.60 35.80 13.27 15.83 48.10 11.69 7.22 18.16 
2004 133.10 38.90 14.43 17.89 51.10 11.70 7.50 18.24 
2005 148.70 38.30 16.69 18.62 52.10 11.25 6.90 17.90 
2006 175.60 39.90 17.60 18.73 54.90 9.87 7.00 17.53 
2007 196.70 44.60 18.29 21.32 56.60 8.57 7.90 16.41 
2008 203.60 47.10 19.42 20.94 59.50 7.87 8.81 16.32 
2009 178.00 36.60 19.22 17.43 55.80 6.26 8.52 13.62 
2010 212.10 38.50 21.82 19.36 67.10 6.87 8.60 16.12 
2011 243.90 44.80 26.50 21.60 78.60 7.18 9.42 17.96 
2012 238.90 43.00 24.90 21.46 56.60 6.76 8.11 17.44 
Source: UN COMTRADE database and author’s calculations 
Notes: (1) Data on the trade values from EU28 are not available from before 2000. (2) The 
top- four T&A exporters of 2012 were China, EU28, India and Turkey. (3) China includes the 
PRC, Hong Kong and Macao. (4) The research includes top T&A exporters from each 
geographic region: Asia (Bangladesh, Vietnam, Republic of Korea, Pakistan, Indonesia and 
Thailand), Latin America (Mexico and Brazil) and Africa (Tunisia and Morocco). 
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Appendix 2.E 
Summary of Gravity Model-Based Studies on the Effects of China’s T&A Exports on Other Exporting Countries 
Author(s) Gravity Model Data Period  Markets Findings 
Eichengreen et al. 
(2004) 
- Regressions: 2SLS 
- IVs: GDP & distance 
- 13 Asian exporters 
- Aggregate 
1990–2002 180 importing 
countries 
- Small & insignificant effect on 
textiles (intermediate) 
- Significant large & negative effect 
on clothing (consumption) 
Geda & Meskel 
(2008) 
- Regressions: 2SLS  - 13 African exporters 
- Aggregate 
1995–2005 France, Nigeria, 
Uganda, UK, US 
and Zimbabwe 
- Strong evidence of displacement 
effect in third markets 
Greenaway et al. 
(2008) 
- Regressions: GMM 
- IVs: GDP & distance  
- 13 Asian exporters 
- Aggregate  
1990–2003 170 importing 
countries 
- Displacement, especially for high-
income countries 
- China & Hong Kong: stronger 
effect than China. 
Athukorala 
(2009) 
- Regressions: GMM 
- IVs: distance, common language and 
MNE (with year dummies) 
- 10 East Asian exporters 
- Disaggregate: five- digit  
1992–2004 39 trading 
countries 
- Mainly complementarity effects 
- Displacement effects on high-
wage East Asia and NIEs. 
Amann et al. 
(2009) 
- Regressions: 2SLS 
- IVs: distance, GDP, tariff and 
importer’s and exporter’s corruption 
- 13 Asian exporters 
- Aggregate  
1990–2005 154 importers - Increasing displacement in textiles 
- Smaller impact in clothing. 
- Negative on all except middle-
income group 
Giovannetti et al. 
(2013) 
- Regressions: 2SLS 
- IVs: GDP & distance 
- Three European 
exporters 
- Disaggregate: six-digit  
1995–2009 OECD market - Dominant negative effects in 
apparel & clothing 
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Appendix 2.F 
Major Exporters of T&A Products by Group 
Groups Exporting Countries 
East Asia (EA) Japan and Republic of Korea 
South East Asia (SEA) Indonesia, Thailand and Vietnam 
South Asia (SA) Bangladesh, India and Pakistan 
Latin America (LA) Brazil and Mexico; 
Africa (AF) Egypt, Morocco and Tunisia; 
Europe (EU) Germany, Greek, Italy, Russian Federation, 
Turkey and United Kingdom 
The United State of America (USA) The United State of America 
 
 
Appendix 2.G 
Major Importers of T&A Products by Market 
OECD Market Non-OECD Market 
Australia, Austria, Belgium, Canada, 
Czech Republic, Denmark, Finland, 
France, Germany, Greece, Ireland, 
Israel, Italy, Japan, Kazakhstan, 
Netherlands, Norway, Poland, Portugal, 
Republic of Korea, Russian Federation, 
Singapore, Spain, Sweden,  Switzerland, 
Turkey, United Kingdom, United States of 
America. 
Africa: Algeria, Egypt, Nigeria and 
South Africa.  
Asia: India, Indonesia, Iran, Iraq, 
Malaysia, Pakistan, Philippines, Qatar, 
Saudi Arabia, Thailand and United Arab 
Emirates.  
Latin America: Argentina, Brazil, Chile, 
Columbia, Mexico, Peru and Venezuela. 
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Chapter 3 
THE EFFECTS OF CHINA’S AGRICULTURAL EXPORTS  
ON WORLD TRADE 
3.1. Introduction 
China has emerged as the world leader in exports, in terms of export value and growth 
rate. Its export volume has surpassed other leading exporters, reaching USD2189 
billion in 2012.35 China achieved impressive export growth, with an annual average 
rate of nearly 12% while other leading exporters grew from 3 to 9%.36 Although China 
was affected by the GFC in 2007 like many other countries, it quickly recovered and 
grew its exports at a higher rate than in the pre-crisis period. 
The Chinese export market share has also increased dramatically. It accounted for 1% 
in the early 1980s, and reached over 10% in 2009, when China became the first world 
manufacturing exporter (Giovannetti et al., 2013). According to UN Comtrade 
statistics, the average market share of China’s exports between 2011 and 2013 was 
14%. China’s fast export growth is likely to have affected the export performance of 
other countries. 
China’s recent integration into the global market is expected to affect other exporting 
countries, on both intensive and extensive margins of trade.37 There have been several 
studies on the effect of China’s export growth on world trade in third markets 
(Shafaeddin, 2004; Blazquez-Lidoy et al., 2006; Ianchovichina and Martin, 2006; 
Jenkins and Edwards, 2006; Yang, 2006; Eichengreen et al., 2007; Greenway et al., 
2008; Jenkins et al., 2008; Giovannetti and Sanfilippob, 2009; Lovely and Pham, 2015; 
Pham et al., 2016). Most used aggregative data and focused on China’s effects on 
certain continents, especially within Asia. The countries under China’s competitive 
pressure are mainly from Asia and Eastern Europe, with only a few Latin American 
and African countries exposed to the competition. 
Regarding agricultural exports, China is the world’s largest agricultural consumer and 
one of world’s biggest producers of agricultural products.38 According to the United 
States International Trade Commission (USITC) (2011), it is one of major global                                                         
35 See Appendix 3.A. 
36 See Appendix 3.B. 
37 The existing literature includes Chaney (2008) and Helpman et al. (2008). It extensively discusses the 
effects of trade barriers and the determinants of intensive and extensive margins of trade. 
38 The author used the product coverage defined in ‘The Agreement on Agriculture’, available on the 
WTO website at https://www.wto.org/english/tratop_e/agric_e/ag_intro01_intro_e.htm. 
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exporters of horticultural products. China’s agricultural exports—which concentrate 
on labour-intensive products—have been increasing dramatically, particularly since its 
2001 accession to the WTO. According to the UN Comtrade data, in 2012 China was 
still the second leading global agricultural exporter behind the US, and ahead of Brazil 
and Canada. 
Several empirical studies have been conducted on China’s agricultural exports and 
their effects on China’s competitors (Wang, 1997; Holst and Weiss, 2004; Chuan, 
2006; López-Córdova et al., 2005; Freund and Ozden, 2006; Jenkins et al., 2008). 
Wang (1997) showed that China’s WTO entry would have an effect on the world 
labour-intensive export and primary agricultural import markets. Using econometric 
and trade flow analysis, Holst and Weiss (2004) demonstrated that ASEAN countries 
experienced serious competition with China in third markets, especially Japan and the 
US. Additionally, they used extensive trade flow analysis and found that in the long 
run, globalisation can accommodate export growth by all the economies of East Asia 
if an optimal regional division of labour is promoted. López-Córdova et al. (2005) 
examined how sensitive Latin American exports were to Chinese competition in the 
US market by using elasticity of substitution. They reported that the elasticity for 
agriculture is three, and lower than other products (seven for mining). Lall and Weiss 
(2005) found China to have potential competition effects on Argentina’s exports of 
vegetables and fruit, and meat and cereals too. Using different indices (Relative 
Comparative Advantage Index, Complementarities Index and Similitude Index), 
Chuan (2006) also found that competitiveness effects between China and ASEAN 
countries were dominating. Freund and Ozden (2006) revealed that China’s exports in 
cereals and cereal preparations adversely affected exports from Latin America. 
Additionally, Jenkins et al. (2008) showed that Brazil’s world market loss to China 
was about 44% of fruit preserved and fruit preparation export, and 5% of meat and fish 
extracts between 1990 and 2004. 
Using different methods, the existing literature on the effects of China’s agricultural 
exports have generated mixed results, including both displacement and 
complementarity effects. However, with China’s major exported agricultural products, 
the substitution effects seem to be predominant. The number of studies that use 
disaggregate data to examine China’s effects on other exporting countries, especially 
on the extensive margin, is limited. There is still the potential for many more studies 
on China’s agricultural products. 
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This essay aims to study the effects of China’s exports on world trade, on the intensive 
and extensive margin39. It explores the effects of Chinese agricultural exports on the 
exports of its competitors, using product-level data. It critically examines the effect of 
China’s agricultural exports on the trade values of its 25 main competitors, to the 50-
most important importing destinations. Applying a gravity model, the study aims to 
provide new insights into China’s effects—if any—on the intensive and extensive 
margins of trade of its competitors over the past 20 years. 
The topic was chosen for the following reasons. Agricultural exports are a major part 
of international exports. According to UN Comtrade data, these reached USD1480 
billion in 2013, representing over 8% of total world exports in 2013.40 While the share 
of agricultural trade in world merchandise exports has recently declined somewhat, it 
still remains a source of income for the millions of people directly or indirectly 
involved in it. For many countries, agricultural trade still constitutes a major source of 
foreign exchange for import financing and development; for many others, agricultural 
trade helps alleviate food insecurity concerns. Agricultural trade remains important for 
researchers and policy makers; the ongoing movement towards greater liberalisation 
in agricultural trade within the WTO has also shifted the focus of this organisation’s 
multilateral negotiations onto the reduction of protection in agricultural trade. Another 
reason is that with increasing Chinese agricultural imports, the effects of China’s 
agricultural exports can be questioned.41 Finally, China’s export structure has changed, 
and there is evidence of the reallocation of traditional Chinese exports and shift 
towards more sophisticated products (Naughton, 2007; Giovannetti et al., 2013). The 
impact of traditional Chinese exports is likely to be different from the previous findings. 
This essay contributes to the existing literature in several ways. First, it 
comprehensively analyses the effect of China’s agricultural exports on its rival 
exporters. Specifically, the sample of data used in this study spans a longer (20 years) 
and more recent (1993–2012) period than the above-mentioned studies, which 
analysed a sample of less than 15 years, all pre-2005. Therefore, it is unlikely that the 
best policy implications can be found for the current time. Additionally, this research 
                                                        
39 The intensive/extensive margin of trade discusses the extent to which the exports of one country affect 
the values/probability of exports by other countries to the same destination or market. 
40 See Appendix 3.C. 
41 See Section 3.3 for further information. 
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also uses disaggregated data at six-digit level. Existing studies have mainly used 
aggregate data, not product-level data.42 
Second, a limited number of sectoral studies have focused on the effects of China’s 
agricultural exports on world trade. There have been some empirical studies on 
Chinese manufacturing exports (see Chapter 2), but only a few have deeply studied the 
effect of China’s agricultural exports, particularly in the current period. 
Another contribution of this thesis is the focus on the extensive margin of China’s 
agricultural trade. Studies on China’s effects on the extensive margin of its competitors 
remain scant as it requires much effort to collect and process data. The paper also 
includes the importance of China’s agricultural imports in the analysis of the effect of 
China’s agricultural exports, and this variable has not been widely used in the existing literature. 
Finally, recent major developments—such as China’s accession to the WTO, and the 
ongoing WTO negotiations of the Doha Round, which focus on liberalising 
agricultural trade—have made studying China’s impact in recent years more relevant. 
The results of the research can help policy makers in related countries in the formation 
of their trade policies, promote domestic growth and optimise their integration into the 
world economy. The findings of this comprehensive and rigorous research will 
contribute to a better awareness and understanding of the implications that the rapid 
growth of China’s exports in agriculture may have for both advanced and developing 
economies in the future. 
This study’s econometric results show that China’s agricultural exports have both 
complementarity and displacement effects on the exports of its competitors in third 
markets, on intensive and extensive margins. First, the findings reveal strong evidence 
of China’s displacement effects on its competitors across regions. This displacement 
is felt most by Latin American and African exporters, as well as African markets on 
the intensive margin, and Latin American markets on the extensive margin. Second, 
complementarity effects are mainly found in Asian and OECD markets on both 
margins. China’s agricultural exports increase US exports in most markets on both 
margins. Finally, the empirical results showed that China has significant competition 
effects in the animals and meat, and fruit and vegetable subsectors, but 
complementarity effects in grains and other products.                                                         42 Using disaggregate data can clarify differences between products in terms of characteristics and 
quality, and help to explain the displacement and complementarity effects of China’s agricultural 
exports. See Schott (2004). 
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The rest of this chapter is structured as follows. Section 3.2 provides an overview of 
China’s agricultural exports. Section 3.3 describes the models and data. Section 3.4 
analyses the results. 
3.2. China’s Agricultural Exports 
Figure 3.1: Agricultural Exports by China and its Competitors, in billions of USD 
 
Source: UN COMTRADE database and author’s calculations. 
Notes: (1) Data on the trade values from EU28 are not available from before 2000. (2) China 
includes the PRC, Hong Kong and Macau. (3) The US, EU28, Brazil, China and Canada are 
the top-five exporters of agricultural products. (4) The author includes major agricultural 
exporters from Asia (India, Indonesia, Malaysia, Thailand and Vietnam), Latin America 
(Argentina, Brazil and Mexico) and Africa (Egypt, Morocco and Nigeria). 
According to USITC (2011), China is one of the major producers of agricultural 
products, notably fruits (oranges, apples), vegetables, garlic and rice, and it produces 
over half of the world’s pork, one-third of the world’s horticultural products and nearly 
one-fifth of the world’s wheat, corn, and poultry. 
Figure 3.1 illustrates that China has seen an increase in agricultural exports since WTO 
accession. The export volume rose from USD17.8 billion in 2001 to USD48.8 billion 
in 2012. Although the growth rate was smaller than other regions (such as Asia and 
Latin America), China was still the second largest agricultural exporting country in 
2012, after the US. As well as facing competition from leading agricultural exporters 
(US, Brazil, Canada and EU28), China also faces competition from developing 
countries.43                                                         
43 See Appendix 3.D for the list of major exporters of agricultural products. 
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The extensive margin of trade discusses the extent to which exports of one country 
affect the probability of exports by other countries to the same destination or market. 
An increase in nonzero trade flows suggests a higher probability of exports of that 
country to a destination. The share of nonzero flows of one country is calculated as the 
ratio of the total number of nonzero export flows a country has to the total of possible 
nonzero flows of exports in all products to all markets/countries. In our sample of 
agricultural exports, the possible nonzero flows include 683 products of six-digit HS 
classification to 50 destinations/importing countries,44 meaning 34,150 possible 
nonzero flows.45 
Figure 3.2: The Nonzero Flows of Exports of the Top-Five Agricultural Exporters 
 
Source: UN COMTRADE database and author’s calculations. 
Notes: China includes the PRC, Hong Kong and Macao. 
Figure 3.2 presents the shares of nonzero flows of agricultural exports of the top-five 
exporting countries. China has a high ratio of nonzero flows, and ranks second. In 
general, it has an upward trend on the extensive trade margin, suggesting a gradual 
growth rate in a number of products-destinations, for which it has positive agricultural 
exports. China’s positive exports account for 26% of possible nonzero export flows in 
2012. China’s ratio is only lower than that of the US (33%), but higher than that of 
India (23%) and much higher than Brazil or Canada (12 and 13%, respectively). The 
good performance of China’s agricultural exports raises questions about China’s 
effects on its competitors on the extensive margin of trade.                                                         44 See Appendix 3.E for the list of major importers of agricultural products. 45 34,150 nonzero flows equal 683 products, multiplied by 50 destinations. 
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3.3. Econometric Models and Data 
3.3.1. The models 
3.3.1.1. China’s effects on world agricultural exports on the intensive margin 
This essay follows the theoretical model introduced by Helpman et al. (2008) and the 
empirical gravity model introduced by Tinbergen (1962) to investigate the intensive 
and extensive margins of trade. The gravity model has been successfully used to 
explain bilateral trade between country i and country j, which is proportional to the 
product of an index of their economic sizes. Many economists have contributed to the 
development of this model (Eaton and Kortum, 2002; Anderson and van Wincoop, 
2003; Cheng and Wall, 2005; Baier and Berganstrand, 2009; Flam and Nordstrom, 
2011). For example, Anderson and van Wincoop (2003) developed a gravity model in 
which bilateral trade depends on exporters’ and importers’ GDPs, bilateral distance 
and the resistance between each country to the rest of the world (called multilateral 
resistance).46 
The econometric model used in this chapter looks similar to the modified gravity 
equation used in Chapter 2, except for one added independent variable for agricultural 
exports from country i to China in year t in log form, Log(EXicht). 
Log(EXijht) = α + β1Log(EXcjht) + β2Log(GDPit*GDPjt) + β3Log(GDPCit*GDPCjt) + 
β4Log(Distanceij) + β5Borderij + β6Languageij + β7Colonyij + β8Currencyijt + β9RTAijt 
+ β10Log(EXcjht) + αh + αi + αt + εijht                          (3.1) 
where EX, i, j, c, h, t, α and εijht state the export value, exporter, importer, China, six-
digit product, year, constant term and error term, respectively. The dependent variable, 
exports from country i to country j, Log(EXijht) and other explanatory variables are the 
same as those in equation (2.1) in the previous chapter.47 This essay also uses product 
dummy variable (αh), exporter dummy variable (αi) and time dummy variable (αt), as 
in the case of T&A exports. 
Exports of agricultural products to China from exporter i Log(EXicht) is added in the 
independent variables of the model, as China is one of top importers and consumers 
of agricultural products. China—with the largest population in the world—has become 
an important market for other agricultural exporters because of its high average GDP                                                         
46 See Section 2.3, Econometric Models and Data, Chapter 2 for the advantages of using the gravity 
model to study China’s effects on the exports of other countries. 47 See Appendix 3.F for further information. 
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per capita growth rate of 11% in the past two decades48. This growth has catalysed an 
increase in middle-income consumers in China. According to Gale (2005), Chinese 
imports in agricultural products increased because of strong economic growth and 
economic liberalisation. For example, they more than doubled between 2003 and 2004. 
Additionally, the exports of agricultural products from 25 major exporters to China 
has been increasing, and accounted for more than 13% of the total exports to 50 major 
destinations in our sample in 2012.49 Therefore, exports to China (considered a 
measure of the multilateral resistance of the exporter with respect to China) must be 
included in our model specifications. 
With the assumption of a fixed budget of importer j to buy domestic and foreign goods, 
a displacement/complementarity effect of China’s exports to importer j on the exports 
of exporter i to j is expected to be observed if the goods from China and exporter i are 
substitutes/complements. 
Similar to T&A exports, this research also uses variables EXcjht_AF, EXcjht_AS, 
EXcjht_LA, and EXcjht_OECD to analyse the effect of China’s exports on exporter 
groups. These variables are the products of China’s exports and dummies of the 
exporter regions: Africa (AF), Asia (AS), Latin America and OECD countries. 
Appendix D also provides a list of countries in each exporter group. To avoid a 
possible bias effect due to the sample selection problem, this paper follows 
Eichengreen et al. (2007), Greenaway et al. (2008) and Lovely and Pham (2015) to 
select the top 25 major agricultural exporters and define the groups of exporters, purely 
based on geography.50 The US is considered as one group, as it is the largest 
agricultural exporter and has the large volume of agricultural trade with China (Zheng 
and Qi, 2007). 
The problem of endogeneity may exist and stem from the correlation of Chinese 
exports to an importer j Log(EXcjht) with unobservable component of the error term 
εijht. For instance, an increase in global living standard may result in a positive 
correlation between Chinese agricultural exports and the agricultural exports of other 
countries, as this increase encourages customers to buy more Chinese goods, as well 
as goods from other exporters. Hence, the OLS gravity coefficient estimates can be 
upward biased. 
                                                        48 See Appendix 3.G. 
49 See Appendix 3.H. 
50 See the detailed explanation about the selection of exporter groups in Chapter 2. 
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This essay plans to solve the problem of endogeneity of the variable of Chinese exports 
in agricultural products by the same instrumental variable as in the case of T&A 
exports. I use only China’s geographic distance to an importing country as an 
instrumental variable as China’s GDP is perfectly correlated with year dummy variable 
in the model. 
Both 2SLS and GMM estimators are used in this analysis. First, this essay estimates 
China’s overall effects by using the total sample. Then, the effects on group of 
exporters, group of importers/market and in different subsectors are further studied. 
Using the formula introduced by Fringer and Kreinin (1979), Schott (2008) and Pham 
et al. (2015), export similarity indices (ESI) for agricultural exports are also computed 
to provide an insight into the effects of China’s exports.51 Finally, I undertake a series 
of sensitivity checks, of which those using different subsamples are typical. 
3.3.1.2. China’s effects on world agricultural exports on the extensive margin 
This essay uses nearly the same probit regressions as those in the first essay (Chapter 
2). The difference is the inclusion of agricultural exports to China from country i in 
year t in log form, Log(EXicht). 
𝜌𝜌𝑖𝑖𝑖𝑖ℎ𝑡𝑡 = 𝑃𝑃𝑃𝑃�𝑇𝑇𝑖𝑖𝑖𝑖ℎ𝑡𝑡 = 1�𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑃𝑃𝑂𝑂𝑂𝑂𝑂𝑂 𝑂𝑂𝑣𝑣𝑃𝑃𝑣𝑣𝑣𝑣𝑂𝑂𝑣𝑣𝑂𝑂𝑂𝑂� 
 = ∅{α+β1Log(EXcjht) + β2Log(GDPit*GDPjt) + 
β3Log(GDPCit*GDPCjt) + β4Log(Distanceij) + β5Borderij + 
β6Languageij + β7Colonyij + β8Currencyijt + β9RTAijt + 
β10Log(EXicht)+ αh + αi + αt + εijht}                     (3.2) 
where ρijht is the probability that exporter i exports six-digit product h to importer j in 
year t. All the explanatory variables of equation (3.2) are identical to the variables in 
equation (3.1). I follow Baldwin and Harrigan (2011), to choose the sample in our 
probit regression with zero export flows for products that exporter i is able to export 
to at least one importing country in year t. Geographic distance from China to an 
importing country is also used as an instrument for China’s agricultural exports 
Log(Xcjht), to address the likely presence of its endogeneity problem. 
Using a full sample this analysis is first carried out to find out China’s overall effects 
on all exporters in all markets. China’s effects on groups of exporters and in different 
subsectors of agriculture are then examined. I also undertake a series of sensitivity                                                         
51 Export similarity index (ESI) is computed as follows: 𝐸𝐸𝐸𝐸𝐸𝐸𝑖𝑖𝑖𝑖 = ∑ 𝑀𝑀𝑣𝑣𝑀𝑀(𝐸𝐸𝑖𝑖ℎ𝑝𝑝∈𝑠𝑠 , 𝐸𝐸𝑖𝑖ℎ) 
Where i, c, h, Sih and Sch denote exporting country, China, 6-digit product, exports of an exporting 
country and China’s exports as shares of the global exports of product h, respectively. 
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checks by using different subsamples or adding more independent variables or 
instrumental variables. 
3.3.2. Data 
This essay uses 1993–2012 trade data of six-digit HS classifications from the UN 
Comtrade database. This paper uses both export and import data for China (including 
Hong Kong and Macau) and the top 25 agricultural exporters to the top 50 importers.52 
According to UN Comtrade data, agricultural export flows between them represent the 
majority of world agricultural exports. Appendices D and E list these major exporting 
and importing countries. The World Development Indicator database provides GDP 
and GDP per capita data.53 CEPII’s gravity dataset and De Sousa’s database are 
sources for data on standard gravity variables and data on common currency and 
regional trade agreement, respectively. Table 3.1 reports the statistics of key variables. 
3.4. Regression Results 
3.4.1. China’s effects on world agricultural exports on the intensive margin  
3.4.1.1. The overall effects of China’s agricultural exports on world trade 
Table 3.2 shows the regression results of OLS and IV regressions that include 2SLS 
and GMM. These regressions use a full sample of 1993–2012 data of exports at the 
product level, and apply the gravity equations (1). The OLS and IV results are 
generally consistent with those of the gravity model, and are statistically significant. 
The GDPs of both countries (GDPit and GDPjt) have a positive relationship with 
bilateral trade, while bilateral distance (distanceij) has a negative relationship. Bilateral 
trade is promoted by a common border, language, currency, being a former colony or 
having a trade agreement. China’s agricultural imports also have a positive relationship 
with bilateral trade. The effect of China’s exports (EXcjht) is similar in these 
regressions, but the positive effects are little weaker in the IV regressions. A 1% 
increase in Chinese exports will lead to a more than 0.1% rise in the exports of other 
competing countries. The overall effect of China’s agriculture is statistically 
significant at 1%. Moreover, the first-stage F-statistic value (637.36) verifies that the 
instrument is relevant. The Kleibergen-Paap rk LM statistic (121.350) for under-
                                                        
52 This essay defines the top-50 importing countries in terms of 2013 GDP, collected from the World 
Development Indicator database. 
53 GDP and GDP per capita are at the 2005 price. 
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identification test and Cragg-Donald Wald F-statistic (2.8e+04) for weak identification 
support the validity of the instrument. 
3.4.1.2. China’s effects on world agricultural exporter groups 
We ran IV regressions by exporter groups to investigate the effects of China’s export 
Log(EXcjht) on agricultural exporters from different regions. Note that Log(EXcjht)_AS, 
Log(EXcjht)_AF, Log(EXcjht)_LA, Log(EXcjht)_OECD and Log(EXcjht)_USA denote the 
effects of China’s agricultural exports on the export performance of other exporters 
from Asia, Africa, Latin America, the OECD and the US, respectively. 
Table 3.3 compares China’s effects on exporter groups in different markets. Column 1 
shows that overall, China had positive effects on the exports of its competitors, except 
Latin American groups, when using IVs and data for all markets. The US benefited 
most from China’s exports, and US agricultural exports increased by 0.35% in-line 
with a 1% increase in China’s exports. This can be explained by the strong trade 
complementarity of the US and China in major agricultural products studied by Zheng 
and Qi (2007) and Shuai and Wang (2011). They explain that the difference between 
agricultural products of China and the US is caused by the comparative advantages 
and resource endowments of each country. 
In general, the exports of China’s competitors are mainly displaced in Africa and 
promoted in other markets (Asia, Latin America and the OECD). Column 2 of Table 
3.3 shows evidence of competitive pressure from China’s exports in African markets, 
with a decline of agricultural exports from Latin America, the OECD and the US by 
0.23, 0.05 and 0.006%, respectively, when responding to a 1% rise in China’s exports. 
Latin American exporters were most seriously affected by China’s agricultural 
products in all markets except Latin America. This suggests that it is easier for Latin 
American exporters to compete with China when they export to neighbouring 
countries, as they can take advantage of common borders and shorter distances. 
Further, only African products exported to Latin American markets, and Latin 
American products to OECD markets, were negatively affected by China’s exports. 
The greatest complementarity effects (0.254% and 0.106%) were found in Asian and 
OECD markets when Chinese exports rose by 1%. These markets commonly include 
medium and high-income consumers who may prefer strict requirements on 
compliance with sanitary measures, and this is likely a big challenge for China (Dong 
and Jensen, 2007). The competitive pressure from China’ exports is likely to be lower 
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in these markets. All exporters except Asian countries were negatively affected by 
China’s exports to a certain extent in certain market(s). However, China’s 
complementarity effects—which are more statistically significant—outweigh its 
displacement effects. 
3.4.1.3. The effects of China’s agricultural exports by subsectors 
Agricultural products cover a large number of products, so China’s exports may have 
different effects on different agricultural subsectors. Table 3.4 illustrates these effects 
in four broad subsectors: animals and meat, fruit and vegetables, grains and other 
products.54 Displacement effects were mainly found in animals and meat, and fruit and 
vegetables. China’s exports in animals and meat to Latin America and Africa reduced 
the exports of other major exporters by about 0.2%, and to the OECD market by more 
than 0.01%. These results confirm the argument of Lall and Weiss (2005) and Jenkins 
et al (2008) regarding China’s competition in these subsectors. Complementarity 
effects were found in Chinese grains to all exporters, and in other products to all 
exporters except Latin American producers. Additionally, the US enjoys the greatest 
complementarity effects from China in all subsectors. If China increases its exports in 
agricultural products by 1%, US agricultural exports will rise by around 0.3%. 
3.4.1.4. Similarity indices of agricultural exports from China and its competing 
exporter groups 
The effects of China’s agricultural exports can also be explained by using the similarity 
index.55 A greater index value suggests that the export patterns of China and its 
competing exporters are more similar, or overlap, so act as a catalyst for the possible 
stronger competitive effects of China’s exports.56 Following Pham et al. (2016), the 
similarity indices of exporter groups are calculated as the mean of the similarity indices 
of the individual members of groups. Tables 3.5 to 3.7 illustrate the similarity indices 
for China’s agricultural exports at six-digit level. Similarity index can explain China’s 
replacement effects, to a limited extent. In the case of African markets, the exporter 
groups whose products are more similar to China’s face more competition from China. 
In terms of subsector, displacement effects were also found in animals and meat, and 
fruit and vegetables to OECD exporters whose products are similar to China’s. In other 
markets and subsectors, US and OECD exports have the highest similarity indices with                                                         
54 See Appendices 3.I and 3.J for the sector and subsector classification. 
55 Schott (2008), Edwards and Lawrence (2010) and Pham et al. (2016) used similarity indices. 
56 An assumption of identical quality in their exports is needed. 
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China’s, but they gain from the increase in China’s agricultural exports. This can be 
justified by the product diversification and quality standards of the goods from these 
countries due to difference in natural endowments and technology. It implies that some 
exporters may produce the same category as China, but their products are different in 
quality and not close substitutes. Additionally, the preferences of consumers to well-
known US and OECD products, in terms of quality and other factors that are not the 
focus of this thesis, may be a reason for this gain. The results from Tables 3.5 to 3.7 
partially support the previous findings about China’s effects. This point needs further 
study with a detailed structure and quality of exports from China and its exporters. 
3.4.2. China’s effects on world agricultural exports on the extensive margin 
We used probit regressions (2) to investigate the effects of China’s agricultural exports 
on the extensive margin, and the likelihood of exports by other countries to the same 
destination. Using a full sample, our analysis was first conducted to discover China’s 
effects on all exporters. We examined China’s effects on (i) all agricultural exporters, 
(ii) groups of exporters, (iii) groups of importers (or in different markets) and (iv) in 
different subsectors of agriculture. 
Table 3.8 reports the results of the standard and 2SLS IV probit regressions, and 
illustrate the regression results on the intensive margin. From both standard probit 
regression and 2SLS IV probit regressions, we found that China’s agricultural exports 
have a complementarity effect, in terms of coefficient and marginal effect (0.057 and 
0.139) on the export probability of its competitors, at a significance level of 1%. 
Table 3.9 illustrates China’s effects on (i) all markets (Columns 1–2), (ii) specific 
markets (Columns 3–10), (iii) all exporters (first two lines) and (iv) particular exporter 
groups from Asia, Latin America, Africa and the OECD (the next 10 lines). All groups 
of exporters were positively affected by competition from China on the extensive 
margin, but the effects vary in different markets. 
In contrast to China’s effects on the intensive margin, all exporter groups are 
negatively affected in Latin American markets on the extensive margin. The likelihood 
of exports to Latin America is most adversely affected by China’s exports, in terms of 
both coefficients (-0.52) and marginal effects (-0.17). We found Chinese displacement 
effects in this market on the significance level of 1%. There was also evidence of 
China’s negative effects on African markets to a weaker extent, coefficients (-0.054) and 
marginal effects (-.019), as only displacement effects were found to Asian and Latin 
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American exporters. Additionally, competitive pressure from China was not found on 
all groups in OECD markets, and most groups (excluding African exporters) in Asian 
markets, on the extensive margin. Dong and Jensen (2007) explained that China’s 
agricultural products were seriously affected by foreign technical trade barriers, 
especially the significant requirements on compliance with sanitary measures, 
especially from middle and high-income importers. The overall level of China’s food 
safety would prevent China from expanding its agricultural exports, and hence lower 
its competitiveness. Like the effects on the intensive margin, US exporters also gained 
most from China’s exports in these markets. 
China’s effects in different subsectors of agriculture are shown in Table 3.10. We 
found a consistent positive effect for all exporters, among exporter groups, and in 
different markets. The findings on the extensive margin are also consistent with those 
on the intensive margin, with greatest complementarity effects in grain and other 
products (0.20 and 0.15 coefficients); and most gain for US exporters (around 0.3 
coefficient). However, when analysing in more detail by including particular 
destinations, we found a heterogeneity of effects in four markets from Table 11. First, 
we found the strongest evidence of displacement of China’s exports in fruit and 
vegetables in all markets, and to most exporter groups, especially Latin American and 
African markets, and to Asian exporters. All fruit and vegetable exporters were 
seriously affected by a coefficient of more than one, and a marginal effect of more than 
0.3. This result confirms the results of Holst and Weiss (2004) on China’s effects. 
There is also evidence that China was a big competitor to most exporters of animals 
and meat in African and Latin American markets. Unlike fruit and vegetables, Asian 
animals and meat exporters gained from China’s exports in all four markets (Africa, 
Asia, Latin America and the OECD). Exporters of grains and other products mainly 
faced competition with China in Latin America, as mentioned by Freund and Ozden 
(2006) and Lall and Weiss (2005). Africa was also exposed to China’s threat to the 
Asian market, while Asian exporters were negatively affected by China’s grain 
exporters in Asian and OECD markets. African markets were good destinations for 
grain and other product exports, to avoid threats from China. Additionally, they were 
positively affected by China’s exports from the coefficient of 0.4 to 0.9 in these 
markets. There was strong evidence of complementarity effects in OECD markets 
(especially in animals and meat, and grains and other products) and Asian markets (in 
animals and meat, and other products). Although we found positive effects of China’s 
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exports when using data for all exporters in all markets, or all exporters in different 
subsectors, China’s confrontation effects on other exporting countries were found in 
agricultural subsectors in third markets on the extensive margin. 
3.4.3. Robustness checks 
For the intensive margin, a series of sensitivity checks were undertaken. First, different 
subsamples, namely before and after China’s WTO accession samples, samples 
excluding the GFC and before and after GFC samples were used. All results for the 
subsamples are presented in Table 3.12. The coefficients of China’s effects are 
approximately similar, and have the same expected signs that indicate overall 
complementarity effects. However, the effects were weaker before the GFC and 
China’s WTO accession. Additionally, to further check sensitivity, two instrumental 
variables, China’s common border and common language with importing country, 
were added. The economic results for both 2SLS and GMM regressions reported in 
Table 3.13 show that China’s effects were a little higher in value but identical in sign.  
The author also used subsamples for the GFC and WTO to test China’s competitive 
pressure on the extensive margin of trade, and found similar results regarding both 
values and signs to the full sample. As seen in Table 3.14, like the results on the 
intensive margin, the effects of China’s agricultural exports were stronger after the 
GFC and WTO accession. 
3.5. Conclusions 
This essay found that China had various effects on the exports of its rivals in 
agricultural products to the same destination on both margins. Generally, China’s 
complementarity effects on the intensive and extensive margins of its competitors 
seems to be greater. However, the displacement effects to different exporter groups 
were found in certain markets and subsectors. The US, Asia and OECD exporters have 
benefited from China’s export expansion on both margins, while Latin American and 
African exporters have not. The strongest evidence of displacement effects was found 
in the African market on the intensive margin, and in the Latin American market on 
the extensive margin. In terms of the agricultural subsector, all rival exporters have 
been displaced by China’s exports in fruit and vegetables on both margins. There is 
also evidence of competition from China in animals and meat, especially in African 
and Latin American markets, to all exporters except Asian exporters. China’s 
complementarity effects were found in grains and other products on both intensive and 
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extensive trade margins. When analysing in detail, there is evidence that China had a 
heterogeneity of effects in agricultural exports.  
The findings of this essay reveal more opportunities than challenges for both 
developed and developing countries, which have a goal of expanding and penetrating 
agricultural export markets, when China accelerates its economic integration into the 
world economy, and becomes a potential market for agricultural products. However, 
China’s competition has become more evident in markets with lower income 
consumers who may not prefer high quality but expensive agricultural products. It is 
likely to be much more difficult for both developed and developing countries to 
compete with China in fruit and vegetables exports that it still has underlining 
comparative advantages. The results from this study suggest China’s competitors, 
particularly Latin American and African exporters, need to diversify their products to 
induce less similarities between their export structures and China’s. In addition, they 
must increase the productivity of their agricultural sectors, improve the quality of their 
agricultural products and find new markets for these products.  
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TABLES 
Table 3.1 
China’s Agricultural Exports - Summary of Statistics of Main Variables 
Variable Mean S. Deviation Min Max 
Log(EXijht) 12.12087 2.601227 6.907755 22.2009 
Log(EXcjht) 12.27548 2.554948 6.907755 20.82982 
Log(EXicht) 12.31307 2.597718 6.907755 23.27439 
Log(GDPit*GDPjt) 54.95475 1.879913 48.24308 59.80793 
Log(GDPCit*GDPCjt) 19.4915 1.693945 11.76239 22.2307 
Log(distanceij) 8.481644 1.025328 5.080959 9.880193 
Log(distancecnj) 8.716984 .6291013 7.06319 9.857974 
 
Table 3.2 
The Overall Effects of China’s Agricultural Exports on World Trade, 
on the Intensive Margin 
Explanatory Variables OLS 2SLS IV GMM (1) (2) (3) 
Log(EXcjht) 0.126 
(29.99)*** 
0.121 
(2.34)*** 
0.121 
(23.02)*** 
Log(EXicht) 0.437 
(92.91)*** 
0.437 
(75.04)*** 
0.437 
(367.24)*** 
Log(GDPit*GDPjt) 0.417 
(18.86)*** 
0.420 
(13.20)*** 
0.420 
(126.07)*** 
Log(GDPCit*GDPCjt) 0.110 
(5.74)*** 
0.110 
(5.67)*** 
0.110 
(43.63)*** 
Log(distanceij) -0.725 
(18.37)*** 
-0.724 
(18.21)*** 
-0.724 
(159.94)*** 
Borderij 0.815 
(6.37)*** 
0.816 
(6.36)*** 
0.816 
(70.84)*** 
Languageij 0.320 
(3.94)*** 
0.320 
(3.95)*** 
0.320 
(37.64)*** 
Colonyij 0.111 
(1.01) 
0.110 
(1.00) 
0.110 
(10.41)*** 
Currencyijt 0.372 
(4.43)*** 
0.372 
(4.41)*** 
0.372 
(34.71)*** 
RTAijt 0.214 
(3.49)*** 
0.213 
(3.45)*** 
0.213 
(24.46)*** 
First stage F-stat.  637.36  
Kleibergen-Paap rk 
LM statistic [p] 
 121.350 
[0.0000] 
 
Cragg-Donald Wald F 
statistic 
 2.8e+04  
R2 0.39 0.39 0.39 
Observations 682,764 682,764 682,764 
Notes: (1) The regressions use clustering of exporter pairs. (2) Results for the year 
dummies, exporter dummies, product dummies and constants are not reported. (3) 
Statistical significance is denoted as * 10 %, ** 5 % and *** 1 %. (4) T-statistics based 
on the robust standard errors in parentheses. 
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Table 3.3 
The Effects of China’s Agricultural Exports on World Trade,  
on the Intensive Margin  
By third market 
 All markets Africa Asia Latin 
America 
OECD 
 (1) (2) (3) (4) (5) 
Log(EXcjht)_All 
exporters 
0.121    
(2.34)** 
-0.084 
((0.12) 
0.254 
(2.21)** 
0.044  
(0.28) 
0.106  
(1.43) 
Log(EXcjht)_AS 0.043    
(0.57)    
0.148   
(0.21)    
0.243   
(1.87)*    
0.164    
(0.97)    
0.020    
(0.23)    
Log(EXcjht)_LA -0.022   
(0.35)    
-0.225   
(0.32)    
-0.073   
(0.55)    
0.025    
(0.17)    
-0.044   
(0.52)    
Log(EXcjht)_AF 0.043   
(0.49)    
0.416   
(0.57)    
0.096  
(0.45)      
-0.176   
(0.87)    
0.033    
(0.33) 
Log(EXcjht)_OECD 0.094   
(2.09)* 
-0.053   
(0.07)   
0.275   
(2.13)**   
0.006    
(0.04)    
0.057    
(0.94)     
Log(EXcjht)_USA 0.351   
(4.40)**   
-0.006    
(0.01)    
0.502 
(3.50)***   
0.267   
(1.45) 
0.439   
(3.97)**   
Observations 682,764 22,937    136,668 35,199 487,960 
Notes: (1) The regressions use clustering of exporter pairs. (2) Results for the year dummies, 
exporter dummies, product dummies and constants are not reported. (3) Statistical 
significance is denoted as * 10 %, ** 5 % and *** 1 %. (4) T-statistics based on the robust 
standard errors in parentheses. (5) Results of all other variables, similar to those in Table 
3.2, are not reported. 
 
  
Table 3.4 
The Effects of China’s Agricultural Exports on World Trade, 
on the Intensive Margin  
By sector 
 Animals 
and Meat 
Fruit and 
Vegetables 
Grains Others 
 (1) (2) (3) (4) 
Log(EXcjhjt)_All 
exporters 
0.066  
(0.97) 
-0.003 
(0.04) 
0.202 
(4.42)*** 
0.154 
(2.93)*** 
Log(EXcjht)_AS 0.193    
(1.84)    
-0.060    
(0.69)    
0.062    
(0.69)    
0.019    
(0.27)    
Log(EXcjht)_LA -0.175    
(1.49)    
0.092    
(0.93)    
0.061    
(0.57)    
-0.024    
(0.35)    
Log(EXcjht)_AF -0.190    
(0.83)    
-0.106    
(0.89)    
0.188    
(1.65)    
0.091    
(0.95)    
Log(EXcjht)_OECD -0.013    
(0.21)    
-0.093    
(1.34)    
0.213   
(4.42)** 
0.165    
(3.36)***   
Log(EXcjht)_USA 0.336   
(4.32)***   
0.259   
(2.53)**   
0.368    
(3.92)**   
0.339    
(3.75)***   
Observations 65174 162,125 68,409 387,056 
Notes: (1) The regressions use clustering of exporter pairs. (2) Results for the year dummies, 
exporter dummies, product dummies and constants are not reported. (3) Statistical 
significance is denoted as * 10 %, ** 5 % and *** 1 %. (4) T-statistics based on the robust 
standard errors in parentheses. 5) Results of all other variables, similar to those in Table 
3.2, are not reported. 
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Table 3.5 
Similarity Index of China and its Competitor Groups in Agricultural Exports 
 
 1993-1997 1998-2002 2003-2007 2008-2012 
Asia 0.201 0.215 0.241 0.223 
Latin America 0.118 0.133 0.136 0.142 
Africa 0.026 0.025 0.046 0.062 
OECD 0.243 0.234 0.264 0.289 
USA 0.389 0.389 0.376 0.377 
 
 
Table 3.6 
Similarity Index of China and its Competitor in Agricultural Exports 
By third market 
 
African Market Asian Market 
1993-
1997 
1998-
2002 
2003-
2007 
2008-
2012 
1993-
1997 
1998-
2002 
2003-
2007 
2008-
2012 
Asia 0.081 0.120 0.111 0.149 0.253 0.256 0.214 0.203 
Latin America 0.094 0.156 0.104 0.138 0.203 0.146 0.116 0.105 
Africa*   0.033 0.049 0.021 0.023 0.042 0.035 0.049 
OECD 0.116 0.140 0.182 0.206 0.181 0.168 0.209 0.224 
USA 0.249 0.251 0.264 0.358 0.395 0.355 0.291 0.319 
 Latin American Market OECD Market 
Asia 0.130 0.140 0.111 0.102 0.181 0.194 0.229 0.215 
Latin America 0.122 0.168 0.190 0.205 0.107 0.114 0.121 0.117 
Africa 0.082 0.055 0.031 0.023 0.027 0.021 0.044 0.062 
OECD 0.222 0.284 0.217 0.228 0.230 0.226 0.252 0.277 
USA 0.306 0.403 0.337 0.262 0.358 0.341 0.340 0.347 
Note: * Data are not available in 1993-1997. 
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Table 3.7 
Similarity Index of China and its Competitor in Agricultural Exports  
By sector 
 
Animals and Meat Fruit and Vegetables 
1993-
1997 
1998-
2002 
2003-
2007 
2008-
2012 
1993-
1997 
1998-
2002 
2003-
2007 
2008-
2012 
Asia 0.189 0.233 0.340 0.323 0.181 0.178 0.190 0.213 
Latin America 0.167 0.174 0.157 0.188 0.040 0.075 0.141 0.128 
Africa 0.005 0.003 0.033 0.084 0.028 0.019 0.039 0.043 
OECD 0.291 0.319 0.331 0.329 0.271 0.278 0.280 0.298 
USA 0.298 0.342 0.289 0.252 0.296 0.319 0.313 0.368 
 Grains Other Products 
Asia 0.242 0.274 0.274 0.312 0.225 0.266 0.265 0.242 
Latin America 0.288 0.186 0.202 0.190 0.112 0.150 0.178 0.180 
Africa*   0.164 0.090 0.155 0.062 0.052 0.087 0.095 
OECD 0.254 0.208 0.334 0.419 0.268 0.296 0.346 0.347 
USA 0.517 0.650 0.582 0.455 0.475 0.468 0.513 0.472 
Note: * Data are not available in 1993-1997. 
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Table 3.8 
The Overall Effects of China’s Agricultural Exports on World Trade, 
on the Extensive Margin 
 
Explanatory 
Variables 
Standard Probit  IV Probit  
Coefficient 
IV Probit  
Marginal Effect 
(1) (2) (3) 
Log(EXcjht) 0.057    
(31.49)***  
0.140 
(63.23)*** 
0.055    
(4.92)***   
Log(EXicht) 0.148   
(72.78)*** 
0.142        
(285.14)***     
0.059    
(72.36)*** 
Log(GDPit*GDPjt) 0.251   
(19.26)*** 
0.210        
(143.80)*** 
0.082    
(10.34)*** 
Log(distanceij) -0.482   
(16.46)*** 
-0.478 
(191.00)*** 
-0.187    
(15.71)*** 
Borderij 0.320    
(2.88)***   
0.304 
(30.69)*** 
0.116  
(2.88)***     
Languageij 0.368    
(5.12)***   
0.368 
(82.68)*** 
0.138    
(5.41)***   
Colonyij 0.236   
(3.16)***    
0.240 
(41.83)*** 
0.091    
(3.26)***   
Currencyijt 0.381    
(6.72)***   
0.416 
(40.34)*** 
0.152    
(7.64)***   
RTAijt 0.281  
(6.16)***     
0.287 
(65.11)*** 
0.111    
(6.41)***   
First stage F-stat.  2950.70  
Wald test of 
exogeneity 
 1524.15  
Observations 1,436,838 1,436,838 1,436,838 
Notes: The results for the year, exporter dummies, product dummies and constant are not 
reported. (2) Statistical significance is denoted as * 10 %, ** 5 % and *** 1 %. (3) Z-
statistics based on the robust standard errors in parentheses.  
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Table 3.9 
The Effects of China’s Agricultural Exports on World Trade, on the Extensive Margin 
By third market 
Explanatory 
Variables 
All Markets Africa Asia Latin America OECD 
Coefficient Marginal 
Effect 
Coefficient Marginal 
Effect 
Coefficient Marginal 
Effect 
Coefficient Marginal 
Effect 
Coefficient Marginal 
Effect 
(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) 
Log(EXcjht)_All 
exporters 
0.139   
(4.90)**    
0.055    
(4.92)**   
-0.054 
(0.09) 
-0.019                                                                                                                          
(0.09) 
0.308                                         
(3.27)*** 
0.122                           
(3.27)** *  
-0.517
(5.96)***     
-0.170                                                            
(5.88)***   
0.081                                    
(1.90)**   
0.030                         
(1.91) 
Log(EXcjht)_AS 0.129   
(3.29)*** 
0.051   
(3.29)***   
-0.046 
(0.07)       
-0.017 
(0.07)      
0.235   
(2.18)**   
0.093 
(2.18)**      
-0.490  
(4.72)***    
-0.161   
(4.63)*** 
0.061   
(1.23)    
0.022  
(1.23)     
Log(EXcjht)_LA 0.109  
(2.81)***    
0.043  
(2.82)***    
-0.034 
(0.05)       
-0.012 
(0.05)   
0.188   
(2.15)**   
0.075 
(2.15)**     
-0.447   
(4.41)***   
-0.147  
(4.37)***    
0.098  
(1.92)*     
0.036 
(1.92)*      
Log(EXcjht)_AF 0.123   
(2.19)**   
0.049   
(2.19)**   
0.128 
(0.20)    
0.046 
(0.20)      
-0.213 
(1.07)      
-0.084   
(1.07)    
-0.495  
(4.56)***    
-0.163 
(4.51)***     
0.099   
(1.44)    
0.037  
(1.45)     
Log(EXcjht)_OECD 0.123  
(4.36)***    
0.048    
(4.37)***   
0.066  
(0.10)     
0.024    
(0.10)    
0.358 
(3.62)*** 
0.142 
(3.62)***     
-0.548  
(6.65)***    
-0.180  
(6.54)***  
0.039  
(0.95) 
0.015   
(0.95)    
Log(EXcjht)_USA 0.284 
(5.14)***      
0.112   
(5.15)***   
0.401 
(0.63)       
0.146  
(0.63)      
 0.464  
(3.91)***     
0.184  
(3.92)***     
-0.408   
(3.69)***   
-0.134  
(3.68)***     
0.378 
(6.43)***     
0.139   
(6.46)***    
Observations 1,436,838 1,436,838 69,862 69,862 329,211 329,211 119,470 119,470 918,292 918,292 
Notes: The results for the year, exporter dummies, product dummies and constant are not reported. (2) Statistical significance is denoted as * 10 %, ** 5 % and *** 
1 %. (3) Z-statistics based on the robust standard errors in parentheses. (4) The results of all other variables, similar to those in Table 3.8, are not reported. 
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Table 3.10 
The Effects of China’s Agricultural Exports on World Trade, on the Extensive Margin  
By sector 
 
Explanatory 
Variables 
Animals and Meat Fruit and Vegetables Grains Other Products 
Coefficient Marginal 
Effect 
Coefficient Marginal 
Effect 
Coefficient Marginal 
Effect 
Coefficient Marginal 
Effect 
(1) (2) (3) (4) (5) (6) (7) (8) 
Log(EXcjht)_All 
exporters 
0.114                                                                                                                            
(3.65)*** 
0.045                                 
(3.64)*** 
0.104                                            
(2.54)** 
0.042                               
(2.54)** 
0.119                                         
(4.88)*** 
0.046                                
(4.90)*** 
0.164
(6.03)***      
0.063                                                                           
(6.06)*** 
Log(EXcjht)_AS 0.176    
(4.03)***   
0.070 
(4.03)*** 
0.099   
(1.93)*     
0.039    
(1.93)*    
0.058    
(1.51)    
0.022    
(1.51)    
0.138  
(3.72)***    
0.053   
(3.73)***   
Log(EXcjht)_LA 0.124   
(2.40)**    
0.049  
(2.40)**    
0.149 
(2.73)***      
0.059 
(2.73)***      
0.045   
 (0.73)    
0.017    
(0.73)    
0.102  
(2.80)***    
0.039 
(2.80)***     
Log(EXcjht)_AF 0.082  
(1.24)      
0.033    
(1.24)    
0.096   
(1.12)     
0.038  
(1.12)      
0.066  
(1.05)      
0.025    
(1.05) 
0.152  
(2.76)***     
0.058  
(2.77)***    
Log(EXcjht)_OECD 0.074  
(2.11)**   
 0.029  
(2.11)**      
0.080*   
(1.95)      
0.032*    
(1.95)    
0.128   
(4.92)***   
0.049   
(4.93)*** 
0.160 
 (6.02)***     
0.062  
(6.04)***    
Log(EXcjht)_USA 0.251  
(5.37)***   
0.100  
(5.37)***    
0.231  
(3.22)***     
0.092 
(3.22)***      
0.252  
(4.07)***    
0.097  
(4.07)***    
0.303   
(5.13)***   
0.116  
(5.14)***     
Observations 151,509 151,509 387,750 387,750 135,778   135,778   761,801 761,801 
Notes: (1) The results for the year, exporter dummies, product dummies and constant are not reported. (2) Statistical significance is denoted as * 10 %, ** 5 % 
and *** 1 %. (3) Z-statistics based on the robust standard errors in parentheses. (4) The results of all other variables, similar to those in Table 3.8, are 
not reported. 
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Table 3.11 
The Effects of China’s Agricultural Exports on World Trade, on the Extensive Margin 
By sector and third market 
Explanatory Variables 
Animals and Meat 
Africa Asia LA OECD 
Coefficient Marginal 
Effect 
Coefficient Marginal 
Effect 
Coefficient Marginal 
Effect 
Coefficient Marginal 
Effect 
Log(EXcjht)_All exporters -0.006 
(0.04) 
-0.002 
(0.04) 
0.368                                                                                                                                
(2.79)*** 
0.135                   
(2.80)*** 
-0.124
(1.97)** 
-0.033 
(1.98)** 
0.081  
(1.97)** 
0.032
(1.98)** 
Log(EXcjht)_AS 0.035                                                                                                                             
(0.21) 
0.011
(0.21) 
0.447 
(3.24)*** 
0.163 
(3.26)*** 
0.093 
(1.21) 
0.024   
(1.22) 
0.114   
(2.03)** 
0.045   
(2.03)** 
Log(EXcjht)_LA 0.135 
(0.79) 
0.043 
(0.79) 
0.081   
(0.45) 
0.030 
(0.45) 
-0.240 
(3.02)*** 
-0.063   
(3.02)*** 
0.116   
(1.65)* 
0.046 
(1.65) * 
Log(EXcjht)_AF -0.623 
(0.85) 
-0.200 
(0.85) 
0.150  
(0.59) 
0.055 
(0.59) 
-0.862 
(3.44)*** 
-0.225  
(3.41)*** 
0.035   
(0.43) 
0.014 
(0.43) 
Log(EXcjht)_OECD -0.102 
(0.67) 
-0.033 
(0.67) 
0.419   
(3.07)*** 
0.153 
(3.08)*** 
-0.179 
(3.00)*** 
-0.047  
(3.00)*** 
0.034 
(0.74) 
0.013 
(0.75) 
Log(EXcjht)_USA -0.133                                                                                                                              
(0.66) 
-0.043
(0.66) 
0.375
(1.96)* 
0.137
(1.96) * 
0.028
(0.33) 
0.007
(0.33) 
0.304   
(5.01)*** 
0.119   
(5.01)*** 
 Fruit and Vegetables 
Log(EXcjht)_All exporters -3.075                                                                                                                              
(1.63) 
-0.928                  
(1.60) 
0.014
(0.08) 
0.005
(0.08) 
-1.313 
(5.35)*** 
-0.333 
(5.36)*** 
0.023
(0.40) 
0.009 
(0.40) 
Log(EXcjht)_AS -2.785 
(1.49) 
-0.838 
(1.48) 
-0.038  
(0.22) 
-0.014 
(0.22) 
-1.377  
(5.35)*** 
-0.351   
(5.32)*** 
-0.004   
(0.07) 
-0.002  
(0.07) 
Log(EXcjht)_LA -2.424 
(1.29) 
-0.730 
(1.28) 
-0.063   
(0.39) 
-0.024 
(0.39) 
-1.130   
(4.49)*** 
-0.288   
(4.52)*** 
0.072 
(1.04) 
0.028 
(1.04) 
Log(EXcjht)_AF -1.838 
(0.95) 
-0.553 
(0.95) 
-0.486   
(1.66)* 
-0.184 
(1.66)* 
-1.298   
(4.62)*** 
-0.330  
(4.63)*** 
0.035 
(0.34) 
0.014 
(0.34) 
Log(EXcjht)_OECD -2.475 
(1.31) 
-0.745 
(1.30) 
0.086 
(0.50) 
0.032 
0.50) 
-1.339 
(5.61)*** 
-0.341 
(5.65)*** 
-0.021 
(0.39) 
-0.008 
(0.39) 
Log(EXcjht)_USA -2.261 
(1.18) 
-0.681  
(1.18) 
0.049   
(0.28) 
0.019 
(0.28) 
-1.294   
(5.02)*** 
-0.330 
(5.07)*** 
0.297 
(3.39)*** 
0.115   
(3.40)*** 
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 Grains 
Log(EXcjht)_All exporters 0.474                                                                                                                              
(1.99)** 
0.183                   
(1.99)** 
0.074   
(0.97)    
0.029    
(0.97)   
-0.666
(3.77)***     
-0.206
(3.75)***     
0.083 
(2.16)**      
0.030   
(2.17)**     
Log(EXcjht)_AS 0.448    
(1.79) *   
0.173   
(1.79)*    
-0.046   
(0.41)    
-0.018    
(0.41)    
-0.712   
(3.84)***   
-0.221  
(3.81)***    
 -0.003  
(0.06)     
-0.001 
(0.06)       
Log(EXcjht)_LA 0.838   
(2.50)** 
0.324   
(2.49)** 
-0.157   
(0.91)    
-0.062    
(0.91)    
-0.436 
(2.19)**     
-0.135   
(2.18)**   
0.156  
(2.14)**    
0.056  
(2.15)**    
Log(EXcjht)_AF 0.739   
(2.14)**    
0.286   
(2.14)**   
-0.456   
(1.51)    
-0.180    
(1.51)    
-0.787  
(1.67)*      
-0.244 
(1.67)*      
0.044  
(0.60)     
0.016   
(0.60)     
Log(EXcjht)_OECD 0.459    
(1.86) *   
0.178   
(1.86)* 
0.136   
(1.56)    
0.054   
(1.56)  
-0.685  
(3.73)***    
-0.213  
(3.73)***    
0.063 
(1.56)      
0.023  
(1.56)      
Log(EXcjht)_USA 0.364  
(1.12)      
0.141   
(1.12)    
0.221   
(1.74)*    
0.087   
(1.74)*     
-0.687 
(3.39)***      
-0.213 
(3.38)***     
0.393   
(6.95)***   
0.141   
(6.85)***   
 Other Products 
Log(EXcjht)_All exporters 0.486                                                                                                                               
(1.06) 
0.184                 
(1.07) 
0.450  
(5.33)***     
0.180 
(5.33)***     
-0.543
(6.40)***   
-0.196
(6.33)**         
0.110   
(2.59)***   
0.038   
(2.61)***   
Log(EXcjht)_AS 0.458   
(1.02)     
0.173 
(1.02)      
0.348   
(3.53)***   
0.139  
(3.53)***    
-0.506   
(4.95)***   
-0.183   
(4.89)**   
0.087   
(1.80)*    
0.031    
(1.81) *   
Log(EXcjht)_LA 0.469 
(1.07) 
0.178   
(1.08)    
0.369   
(4.32)***   
0.147 
(4.32)***      
-0.527  
(5.52)***    
-0.190   
(5.48)**   
0.107   
(2.24)**   
0.037  
(2.25)**    
Log(EXcjht)_AF 0.491    
(1.03)    
0.186 
(1.03)      
-0.072  
(0.44)     
-0.029    
(0.44)    
-0.505  
(4.75)** *   
-0.183 
(4.71)**     
0.149 
(2.25)**     
0.052 
(2.26)**     
Log(EXcjht)_OECD 0.551    
(1.20)    
0.208 
(1.21) 
0.484   
(5.51)***   
0.193  
(5.51)***    
-0.568  
(7.01)***    
-0.205 
(6.91)**   
0.073*  
(1.79)     
0.026 * 
(1.80) 
Log(EXcjht)_USA 0.945   
(1.99)**   
0.357    
(2.01)** 
0.735   
(6.71)***   
0.293   
(6.71)***   
-0.422 
(4.13)***      
-0.153   
(4.12)**    
0.394   
(6.00)***   
0.138 
(6.04)***      
Notes: (1) The results for the year, exporter dummies, product dummies and constant are not reported. (2) Statistical significance is denoted as 
* 10 %, ** 5 % and *** 1 %. (3) Z-statistics based on the robust standard errors in parentheses. (4) The results of all other variables, similar 
to those in Table 3.8, are not reported. 
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Table 3.12 
The Overall Effects of China’s Agricultural Exports on World Trade, 
on the Intensive Margin  
Subsamples 
 GFC  WTO 
Explanatory Variables Excluding GFC (2007-2008) 
Before GFC 
1993-2006 
After GFC 
2009-2012 
Before WTO 
1993-2001 
After WTO 
2002-2012 
 (1) (2) (3) (4) (5) 
Log(EXcjht) 0.121 
(2.33)** 
0.116 
(2.16)** 
0.128  
(2.44)** 
0.113 
(1.85)** 
0.120  
(2.45)** 
Log(EXicht) 0.437 
(74.66)*** 
0.430 
(66.34)*** 
0.454   
(75.61)*** 
0.429  
(58.05)*** 
0.444 
(77.30)*** 
Log(GDPit*GDPjt) 0.419   
(13.20)*** 
0.420  
(13.69)*** 
0.435   
(11.34)*** 
0.414   
(12.84)*** 
0.429  
(12.97)*** 
Log(GDPCit*GDPCjt) 0.108 
(5.54)*** 
0.097  
(4.67)*** 
0.149 
(7.69)*** 
0.095 
(4.00)*** 
0.120   
(6.36)*** 
Log(distanceij) -0.727   
(18.15)*** 
-0.720   
(16.08)*** 
-0.745  
(18.52)** * 
-0.743   
(13.04)*** 
-0.726   
(18.66)*** 
Borderij 0.805 
(6.35)*** 
0.779  
(6.30)*** 
0.867   
(6.36)*** 
0.752   
(5.99)*** 
0.850   
(6.41)*** 
Languageij 0.328 
(4.01)*** 
0.348   
(4.07)*** 
0.287 
(3.58)*** 
0.377   
(3.99)*** 
0.295   
(3.77)*** 
Colonyij 0.098 
(0.89) 
0.066 
(0.59) 
0.158   
(1.44) 
0.020   
(0.17) 
0.143   
(1.31) 
Currencyijt 0.374   
(4.48)*** 
0.340  
(4.29)*** 
0.377 
(3.88)*** 
0.281   
(3.46)*** 
0.368   
(3.99)*** 
RTAijt 0.202 
(3.23)*** 
0.182   
(2.17)** 
0.252  
(4.31)*** 
0.108   
(0.90) 
0.245   
(4.19)*** 
First Stage F-statistic 610.78 482.56 880.78 345.74 828.54 
Kleibergen-Paap rk 
LM statistic 
121.422 122.172 125.788 114.689 121.559 
Cragg-Donald Wald 
F statistic 
2.5e+04 1.8e+04 6526.365 9443.005 1.9e+04 
R2 0.39 0.38 0.39 0.38 0.39 
Observations 592533 398,141 194,392 212,025 470,739 
Notes: (1) The regressions use clustering of exporter pairs. (2) Results for the year dummies, 
exporter dummies, product dummies and constants are not reported. (3) Statistical 
significance is denoted as * 10 %, ** 5 % and *** 1 %. (4) T-statistics based on the robust 
standard errors in parentheses.  
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Table 3.13 
The Overall Effects of China’s Agricultural Exports on World Trade, 
on the Intensive Margin 
Robustness Checks 
Explanatory Variables 
2SLS 
IV-Main 
2SLS 
IV-All 
GMM 
IV-Main 
GMM 
IV-All 
(1) (2) (3) (4) 
Log(EXcjht) 0.121 
(2.34)*** 
0.139 
(3.22)*** 
0.121 
(23.02)*** 
0.141 
(31.37)*** 
Log(EXicht) 0.437 
(75.04)*** 
0.436   
(81.84)*** 
0.437 
(367.24)*** 
0.436 
(371.37)*** 
Log(GDPit*GDPjt) 0.420 
(13.20)*** 
0.411 
(14.05)*** 
0.420 
(126.07)*** 
0.410 
(136.04)*** 
Log(GDPCit*GDPCjt) 0.110 
(5.67)*** 
0.111   
(5.79)*** 
0.110 
(43.63)*** 
0.111    
(44.35)*** 
Log(distanceij) -0.724 
(18.21)*** 
-0.726   
(18.29)*** 
-0.724 
(159.94)*** 
-0.726   
(160.40)*** 
Borderij 0.816 
(6.36)*** 
0.812   
(6.31)*** 
0.816 
(70.84)*** 
0.811 
(70.49)*** 
Languageij 0.320 
(3.95)*** 
0.321   
(3.98)*** 
0.320 
(37.64)*** 
0.321   
(37.73)*** 
Colonyij 0.110 
(1.00) 
0.112 
(1.03) 
0.110 
(10.41)*** 
0.112    
(10.59)*** 
Currencyijt 0.372 
(4.41)*** 
0.374   
(4.42)*** 
0.372 
(34.71)*** 
0.374    
(34.93)*** 
RTAijt 0.213 
(3.45)*** 
0.217   
(3.49)*** 
0.213 
(24.46)*** 
0.217    
(25.00)*** 
First stage F-stat. 637.36 586.07   
Kleibergen-Paap rk 
LM statistic [p] 
121.350 
[0.0000] 
138.361 
[0.0000] 
  
Cragg-Donald Wald 
F statistic 
2.8e+04 1.2e+04   
Hansen J statistic 0.000 0.705 
[0.7028] 
  
R2 0.39 0.39 0.39 0.39 
Observations 682,764 682,764 682,764 682,764 
Notes: (1) The regressions use clustering of exporter pairs. (2) Results for the year 
dummies, exporter dummies, product dummies and constants are not reported. (3) 
Statistical significance is denoted as * 10 %, ** 5 % and *** 1 %. (4) T-statistics based 
on the robust standard errors in parentheses. 
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Table 3.14 
The Effects of China’s Agricultural Exports on World Trade, on the Extensive Margin 
Subsamples 
Explanatory 
Variables 
GFC Subsample WTO Subsample 
Excluding GFC (2007-2008) Before GFC (1993-2006) After GFC (2009-2012) Before WTO (1993-2001) After WTO (2002-2012) 
Coefficient Marginal  
Effect 
Coefficient Marginal  
Effect 
Coefficient Marginal  
Effect 
Coefficient Marginal  
Effect 
Coefficient Marginal  
Effect 
Log(EXcjht) 0.133 
(56.71)*** 
0.052  
(4.69)*** 
0.118 
(42.30)*** 
0.048 
(4.19)*** 
0.164 
(36.05)*** 
0.064   
(5.63)*** 
0.075 
(18.14)*** 
0.029 
(2.14)** 
0.164 
(62.05)** * 
0.064   
(6.05)*** 
Log(EXicht) 0.143 
(266.63)*** 
0.060 
(71.89)*** 
0.151   
(219.55)*** 
0.062  
(67.12)*** 
0.135 
(151.61)** * 
0.057   
(68.55)*** 
0.166 
(164.39)*** 
0.066  
(62.95)*** 
0.136 
(234.18)*** 
0.058  
(70.60)*** 
Log(GDPit*GDPjt) 0.209 
(135.02)*** 
0.082  
(10.34)*** 
0.212   
(119.54)*** 
0.083   
(10.58)*** 
0.214 
(63.84)*** 
0.084 
(9.10)*** 
0.222    
(90.83)*** 
0.086  
(10.40)*** 
0.207 
(111.94)*** 
0.081  
(10.01)*** 
Log(distanceij) -0.477 
(176.93)*** 
-0.186  
(15.61)*** 
-0.487 
(143.35)*** 
-0.190  
(14.16)** * 
-0.465 
(98.44)*** 
-0.181   
(15.64)*** 
-0.517 
(100.06)*** 
-0.200 
(11.21)*** 
-0.472 
(158.97)*** 
-0.185 
(16.00)*** 
Borderij 0.300 
(28.28)*** 
0.115  
(2.87)*** 
0.300    
(23.70)** * 
0.114   
 (2.79)*** 
0.336   
(17.01)** * 
0.128   
(3.03)*** 
0.276 
(15.87)*** 
0.106  
(2.76)*** 
0.336 
(27.44)** * 
0.128 
(2.97)*** 
First stage F-stat. 2653.60  1775.85  1033.58  1016.29  2418.63  
Wald  test of  
exogeneity 
1129.92  481.81  637.29  9.50  1861.73  
Observations 1,240,132 1,240,132 821,747 821,747 418,385 418,385 415,272 415,272 1,021,566 1,021,566 
Notes: (1) The results for the year, exporter dummies, product dummies and constant are not reported. (2) Statistical significance is denoted as * 10 %, ** 5 % and *** 1 %. (3) Z-statistics 
based on the robust standard errors in parentheses. ((4) The results of all other variables, similar to those in Table 3.8, are not reported. 
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APPENDICES 
Appendix 3.A 
Total Export Values of Major World Exporters, in billions of USD 
Year China USA Germany Japan Republic of Korea 
1993 294.00 597.00 487.90 463.50 105.60 
1994 344.50 643.70 536.80 497.80 120.70 
1995 400.60 718.60 645.80 546.00 154.10 
1996 404.20 753.90 634.10 497.40 157.30 
1997 444.30 819.50 609.80 501.40 162.00 
1998 425.30 801.10 640.90 457.10 155.50 
1999 431.70 804.10 630.10 485.00 167.10 
2000 514.10 883.30 622.90 542.50 194.80 
2001 509.70 811.70 634.00 447.50 166.60 
2002 578.00 755.70 671.80 454.80 176.70 
2003 715.80 773.50 800.20 504.30 207.30 
2004 892.20 846.70 944.00 585.80 262.90 
2005 1060.00 904.00 977.00 595.00 284.00 
2006 1254.00 1011.00 1089.00 629.10 316.00 
2007 1487.00 1099.00 1260.00 676.20 351.40 
2008 1668.00 1205.00 1362.00 723.80 391.10 
2009 1410.00 976.70 1041.00 535.30 335.40 
2010 1797.00 1161.00 1152.00 698.70 422.80 
2011 2087.00 1314.00 1314.00 730.80 492.80 
2012 2189.00 1336.00 1224.00 688.50 472.20 
Source: UN COMTRADE database and author’s calculations. 
Notes: China includes the PRC, Hong Kong and Macao. 
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Appendix 3.B 
Export Growth Rates of Major World Exporters 
Year China USA Germany Japan Republic of Korea 
1994 17.2 7.8 10.0 7.4 14.3 
1995 16.3 11.6 20.3 9.7 27.7 
1996 0.9 4.9 -1.8 -8.9 2.1 
1997 9.9 8.7 -3.8 0.8 3.0 
1998 -4.3 -2.2 5.1 -8.8 -4.0 
1999 1.5 0.4 -1.7 6.1 7.5 
2000 19.1 9.8 -1.1 11.9 16.6 
2001 -0.9 -8.1 1.8 -17.5 -14.5 
2002 13.4 -6.9 6.0 1.6 6.1 
2003 23.8 2.4 19.1 10.9 17.3 
2004 24.6 9.5 18.0 16.2 26.8 
2005 18.8 6.8 3.5 1.6 8.0 
2006 18.3 11.8 11.5 5.7 11.3 
2007 18.6 8.7 15.7 7.5 11.2 
2008 12.2 9.6 8.1 7.0 11.3 
2009 -15.5 -18.9 -23.6 -26.0 -14.2 
2010 27.4 18.9 10.7 30.5 26.1 
2011 16.1 13.2 14.1 4.6 16.6 
2012 4.9 1.7 -6.8 -5.8 -4.2 
Average 17.2 7.8 10.0 7.4 14.3 
Source: UN COMTRADE database and author’s calculations. 
Notes: China includes the PRC, Hong Kong and Macao. 
 
 
Appendix 3.C 
World Agricultural Exports as Share of World Exports 
Year World Exports World Agricultural Exports 
 Billion USD Billion USD Percentage 
2010 14891.0 1070.0 7.2 
2011 17689.4 1300.0 7.3 
2012 17382.1 1310.0 7.5 
2013 17939.3 1480.0 8.3 
Source: UN COMTRADE database and author’s calculations. 
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Appendix 3.D 
Major Exporters of Agricultural Products by Group 
Groups Exporting Countries 
Asia (AS) India, Indonesia, Malaysia, Vietnam and Thailand 
Latin America (LA) Argentina, Brazil and Mexico 
Africa (AF) Egypt, Morocco and Nigeria 
OECD (OECD) Australia, Belgium, Canada, Denmark, France, 
Germany, Italy, Japan, Netherlands, New Zealand, 
Russian Federation, Spain, , United Kingdom 
United States of America (US)   United States of America  
 
Appendix 3.E 
Major Importers of Agricultural Products by Market 
Africa  
Market 
Asia  
Market 
Latin America 
Market 
OECD  
Market 
Algeria, 
Egypt, 
Nigeria and 
South Africa 
India, 
Indonesia, 
Iran, Iraq, 
Malaysia, 
Pakistan, 
Philippines, 
Qatar, Saudi 
Arabia, 
Thailand and 
United Arab 
Emirates 
Argentina, 
Brazil, Chile, 
Columbia, 
Mexico, Peru 
and Venezuela 
Australia, Austria, Belgium, 
Canada, Czech Republic, 
Denmark, Finland, France, 
Germany, Greece, Ireland, 
Israel, Italy, Japan, 
Kazakhstan, Netherlands, 
Norway, Poland, Portugal, 
Republic of Korea, Russian 
Federation, Singapore, Spain, 
Sweden,  Switzerland, Turkey, 
United Kingdom and United 
States of America.  
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Appendix 3.F 
Key Variables of the Gravity Model 
Variables Definition 
Log(EXijht) Export value of exporter i to importer j of product h in 
year t in log form. 
Log(EXcjht) Export value of China to importer j of product h in year t 
in log form. 
Log(GDPit*GDPjt) The product of GDP of exporter i and GDP of importer j 
in year t in log form. 
Log(GDPCit*GDPCjt) The product of GDP per capita of exporter i and GDP per 
capita of importer j in year t in log form 
Log(Distanceij) The distance in kilometre between exporter’s i and 
importer’s j capitals in log form. 
Borderij A binary variable that equals 1 if exporter i and importer j 
have common physical boundary and zero otherwise. 
Languageij A binary variable that equals 1 if exporter i and importer j 
have a common language and zero otherwise. 
Colonyij A binary variable that equals 1 if exporting country i was 
a former colony of importing country j or vice versa and 
zero otherwise. 
Currencyijt A binary variable that equals 1 if exporting country i and 
importing country j have a common currency in year t and 
zero otherwise. 
RTAijt A binary variable that equals 1 if exporting country i and 
importing country j are members of the same regional 
trade agreement in year t, and zero otherwise. 
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Appendix 3.G 
China’s GDP per Capita and Growth Rate 
Year 
GDP per Capita 
Value 
(2005 USD billion) 
Growth Rate 
(%) 
1994 742 0.20 
1995 918 0.24 
1996 1030 0.12 
1997 1099 0.07 
1998 1139 0.04 
1999 1164 0.02 
2000 1217 0.05 
2001 1284 0.06 
2002 1350 0.05 
2003 1454 0.08 
2004 1597 0.10 
2005 1731 0.08 
2006 1956 0.13 
2007 2378 0.22 
2008 2932 0.23 
2009 3182 0.09 
2010 3650 0.15 
2011 4295 0.18 
2012 4524 0.05 
Average 2014 0.11 
Source: UN COMTRADE database and author’s calculations. 
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 Appendix 3.H 
Shares of Agricultural Exports to China from 25 Major Exporters 
Year Export to China  (billion USD) 
Total Exports to World 
(billion USD)  
Share of Exports to 
China (%) 
1993 6.9 211.0 3.27 
1994 11.6 281.0 4.13 
1995 16.6 317.0 5.24 
1996 15.4 332.0 4.64 
1997 14.6 321.0 4.55 
1998 12.2 303.0 4.03 
1999 10.2 328.0 3.11 
2000 12.6 312.0 4.04 
2001 13.1 315.0 4.16 
2002 13.4 330.0 4.06 
2003 19.8 373.0 5.31 
2004 23.6 406.0 5.81 
2005 23.4 417.0 5.61 
2006 26.9 445.0 6.04 
2007 35.2 522.0 6.74 
2008 46.3 617.0 7.50 
2009 47.1 531.0 8.87 
2010 61.9 576.0 10.75 
2011 79.2 691.0 11.46 
2012 88.2 667.0 13.22 
Source: UN COMTRADE database and author’s calculations. 
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Appendix 3.I 
Agricultural Products by 2-digit HS Categories 
01  live animals 
02  meat & edible meat offal 
04  dairy, eggs, honey, & ed. products 
05  products of animal origin 
06  live trees & other plants 
07  edible vegetables 
08  ed. fruits & nuts, peel of citrus/melons 
09  coffee, tea, mate & spices 
10  cereals 
11  milling industry products 
12  oil seeds/misc. grains/med. plants/straw 
13  lac, gums, resins, etc. 
14  vegetable plaiting materials 
15  animal or vegetable fats, oils & waxes 
16  ed. prep. of meat, fish, crustaceans, etc 
17  sugars & sugar confectionery 
18  cocoa & cocoa preparations 
19  preps. of cereals, flour, starch or milk 
20  preps of vegs, fruits, nuts, etc. 
21  misc. edible preparations 
22  beverages, spirits & vinegar 
23  residues from food industries, animal feed 
24  tobacco & manuf. tobacco substitutes 
35  albuminoidal sub, starches, glues, enzymes 
41  raw hides & skins & leather 
50  silk, inc. yarns & woven fabrics thereof 
51  wool & fine or coarse animal hair, inc.   
      yarns & woven fabrics thereof 
52  cotton, inc. yarns & woven fabrics thereof 
53  veg. textile fibers nesoi, yarns & woven  
 
 
Appendix 3.J 
Agricultural Products by Sector 
Sector 2-digit HS Categories 
Animals and Meat 01, 02, 05, 16 and 41 
Fruit and Vegetables 07, 08, 14 and 20 
Grains 10, 11 and 19 
Other Products 04, 06, 09, 12, 13, 15, 17, 18, 21, 22, 23, 24, 
35, 41, 50, 51, 52 and 53 
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Chapter 4 
HAS CHINA RESHAPED INTERNATIONAL TRADE IN 
TEXTILES AND APPAREL? A DYNAMIC PANEL ANALYSIS 
4.1. Introduction 
China has experienced dramatic growth and rapid expansion of its market over the past 
20 years. The Chinese export market share increased dramatically from 1% in the early 
1980s to more than 10% in 2009 (Giovannetti et al., 2013). According to the UN 
Comtrade statistics, the average market share of China’s exports in 2011–2013 
accounted for about 14%. Since 2005, China has emerged as the world leader in 
exports, and since 2009, as the leading manufacturing exporter. Its average export 
growth rate has surpassed other leading exporters.57 
The remarkable development of China’s economy and its market penetration have 
raised some questions about the effects of China’s exports on both intensive and 
extensive margins of trade.58 Over the past decades a series of studies have conducted 
static analyses on the effects of the growth of China’s exports on other exporting 
countries in third markets (Lall and Albaladejo, 2004; Shafaeddin, 2004; Jenkins and 
Edwards, 2006; Blazquez-Lidoy et al., 2006; Ianchovichina and Martin, 2006; 
Eichengreen et al., 2007; Greenway et al., 2008; Jenkins et al., 2008; Giovannetti and 
Sanfilippob, 2009; Giovannetti et al., 2013; Lovely and Pham, 2015; Pham et al., 
2016). Most of these studies investigated the influence of China’s exports on certain 
exporters, particularly Asian countries. Using a variety of methodologies—such as 
ESI, econometric estimation of elasticities of substitution and gravity model—they 
found that China’s exports have both competition and complementarity effects on 
other exporting countries. Asian and Eastern European countries tend to be under more 
competitive pressure from China than Latin American and African countries. 
The T&A sector significantly contributed to the early stages of industrialisation in 
most countries, spanning Britain, Japan, Hong Kong, the Republic of Korea, Taiwan, 
China, India, Pakistan, Bangladesh as well as other Asian countries (Yang and Zhong, 
1998). This labour-intensive sector requires low capital investment and skilled labour, 
so it is suitable for poor and less developed countries at the beginning of their                                                         57 See Appendix 4.A, 4.B and Figure 4.1. 
58 Chaney (2008), Helpman et al, Melitz and Rubinstein (2008) and Flam and Nordstrom (2011) 
discussed the effects of trade barriers and the determinants of intensive and extensive margins of trade. 
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industrialisation process. The top-ten developing countries supply about 58% of total 
world apparel exports, of which Asian exporters represented 52% in 2011 (OECD, 
WTO and IDE-JETRO, 2013). Some low-income countries with a high growth rate in 
this industry climbed up the income ladder to become middle-income countries (Keane 
and Velde, 2008). 
Since the removal of quotas on T&A trade in 2005, the global apparel and textiles 
market has accelerated. According to the UN Comtrade statistics, global T&A exports 
reached USD481 billion in 2010, and USD583 billion in 2013.59 This implies a growth 
rate of this export component of more than 20% over the period, and an annual share 
of 3% of the total world exports. 
As more developing economies have entered the world textiles and clothing market 
and become major exporters,60 the competition has become more intense. Figure 4.2 
shows the values of T&A exports to the world by China and other major exporters, 
which have increasing trends but have experienced some fluctuations over the past 20 
years. Among the major exporters, with a comparative advantage in labour-intensive 
products, China is the leading player in T&A export market. 
China has a long-established T&A industry because of its natural endowments and 
abundance of labour. The growth of this industry is promoted by government policies 
towards the liberalisation of the economy. The Chinese government has tried to 
develop this prioritised industry through: 
i. providing funds for restructuring and technological upgrade, to develop foreign 
textile industrial zones, to support the establishment of overseas production 
bases of textile companies and to build brand names; 
ii. tax policies; 
iii. export awards; 
iv. export loan interest subsidies (Balasubramanyam and Wei, 2005; Chen et al., 
2005; Stewart, 2007; Chen et al., 2007). 
This sector has grown rapidly, particularly after China joined the WTO and the 
removal of the T&A quota. According to the UN Comtrade data, China has been the 
world’s largest T&A exporter since 1995.61 Chinese exports have accounted for 
approximately half of the total world T&A exports over the past five years. China has                                                         59 See Appendix 4.C. 60 See Appendix 4.D for the list of exporters in each group. 
61 T&A products are those specified in the HS classification. 
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outperformed all its main competitors in T&A export value; for example, China’s 
T&A exports were 10 times higher than India’s in 2012, the second largest T&A 
exporting country.62 The average growth rate (6.67%) of China’s T&A exports over 
the past two decades is higher than all its competitors, except India.63 Figures 4.3 and 
4.4 illustrate China’s performance in textiles and apparel subsectors. Their trends are 
similar and increasing, but apparel has exceptional growth. 
The growth of Chinese T&A exports and the removal of quotas on textile and clothing 
trade in 2005 raised concerns among textiles and apparel producers about more intense 
competition from China. Empirical studies have been conducted on China’s T&A 
exports and their effects on competitors (Roland-Holst and Weiss, 2005; Qureshi and 
Wan, 2008; Ianchovichina and Walmsley, 2005; Geda and Meskel, 2008; Amann et 
al., 2009; Athukorala, 2009; Giovannetti and Sanfilippob, 2009; Giovannetti et al., 
2013). These studies mainly focused on the intensive margin64 of China’s effects on 
Asian countries, especially ASEAN member countries. Although they found both 
complementarity effects and displacement effects of China’s exports, the competition 
effects were more predominant. 
However, all of the above-mentioned studies used static analysis, which is likely to 
omit dynamics or changes of variables (such as historical shocks and policy changes), 
which is likely to cause dynamic panel bias (Bond, 2002; Baum, 2006) and be unable 
to examine dynamics of adjustment (Baltagi, 2008). World T&A exports have 
experienced three major changes/shocks that may increase competition among major 
T&A exporters over the past two decades: (i) Chinese accession to WTO in 2001, 
which was an opportunity for China to expand its market; (ii) the abolition of MFA in 
2005, which may intensify competition among T&A exporters; and (iii) the GFC in 
2007–2008, which affected the demand for T&A exports from developed importers. 
Moreover, since the late 1990s, the Chinese government has introduced a number of 
policies that have changed China’s T&A exports. The existing literature sees a lack of 
dynamic analysis on the effects of China in T&A exports on world trade. 
This research empirically studies the effects of China’s exports on world trade on the 
intensive margin, using a longer time span in a dynamic gravity model. It investigates 
the effects of China’s T&A exports on the trade values of its 20 main competing                                                         
62 See Appendix 4.E. 
63 See Appendix 4.F. 
64 The intensive margin of trade discusses the extent to which exports of one country affect the values 
of exports by other countries to the same destination or market. 
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exporters to the 50 most important markets/destinations. Adopting a different method 
to analyse panel trade data, it is expected to provide new insights into the effects that 
China may have on the intensive margins of trade of its rivals. 
The effects of China’s exports in T&A is still an important topic for the following 
reasons. Besides playing an important role in world trade, as analysed above, these 
labour-intensive exports play a critical role in the development of countries that have 
a relative abundance of labour (Truett and Truett, 2010). These products are also key 
exports for low- to middle-income countries. According to Keane and Velde (2008), 
the share of T&A exports in merchandise exports in developing countries in Asia (such 
as Bangladesh and Pakistan) range from two-third to three-quarters. Finally, China has 
outperformed its main competitors in export values and export growth rates in this 
industry, but China’s export structure has changed and there is evidence of reallocation 
of traditional Chinese exports (Naughton, 2007; Coates et al., 2012; Giovannetti et al., 
2013). The effects of traditional Chinese labour-intensive exports are likely to be 
dissimilar to the previous findings. 
The key contribution of this chapter is to update the existing literature and econometric 
estimates by conducting a dynamic panel data analysis on the possible effects of 
China’s exports on world trade on the intensive margin. Studies on China’s effects 
using dynamic panel data estimation remain scant because of the complexity and heavy 
workload in data processing.65 Additionally, it provides comprehensive and elaborate 
research on the effects of China’s T&A exports on its rival exporters. Specifically, the 
sample data used in this study spans a longer (20 years) and more recent period (1993–
2012) than previous studies. Finally, this study uses instrumental variables at the three-
digit HS level, while the existing studies mentioned above used IVs (for example, 
China’s GDP and distance to importing country) at only country level. The findings 
from this dynamic version of gravity model can contribute to better awareness and 
understanding of China’s exports in a changing world. 
The findings of this research reveal evidence of the mixed effects of China’s T&A 
exports on its competitors across regions. Except Latin American, Asian and US 
exporters, all other groups of exporters are negatively affected by China’s current T&A 
exports. Regarding markets or groups of importers, the displacement effects of China’s 
                                                        
65 To the best of our knowledge, there exists no study on the effects of China’s T&A exports on the 
world trade using dynamic panel-data estimation based on a gravity model. 
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current T&A exports are clearly found in OECD markets, and complementarity in non-
OECD markets. 
The remainder of this essay is organised as follows. Section 4.2 critically revises the 
main empirical studies on the influence of China’s T&A exports on other major 
exporters in third markets. Section 4.3 discusses the econometric methodology and 
data used. Section 4.4 reports the results and robustness checks. Section 4.5 concludes 
the essay. 
4.2. Brief Empirical Literature Review66 
According to the three approaches used, empirical literature related to the analysis of 
the influence of China on the T&A exports of its competitors on the intensive margin 
can be classified into three threats. The first follows a descriptive and comparative 
approach that applies a similarity index and price elasticity. Typical examples include 
Wong and Chan (2002), Shafaeddin (2004), Roland-Holst and Weiss (2005), Jenkins 
and Edwards (2006), López-Córdova et al. (2007) and Qureshi and Wan (2008). The 
second threat uses a CGE approach, and remarkable studies have appeared, such as 
those by Nordas (2004), MacDonald et al. (2004), Ananthakrishnan and Jain-Chandra 
(2005), Ianchovichina and Walmsley (2005), Ianchovichina and Martin (2006) and 
Yang (2006). The third approach adopts gravity models, including Geda and Meskel 
(2008), Athukorala (2009), Giovannetti and Sanfilippob (2009), Amann, et al. (2009) 
and Giovannetti et al. (2013). 
Despite the differences in methodology, these studies found similar results on China’s 
effects on world T&A exports. The majority found evidence of the displacement effect 
of China’s T&A exports on the exports of its competitors with more similar export 
structures (mainly Asian exporters and a few European, Latin American and African 
exporters). These studies also reveal that higher-income Asian economies (e.g., Japan 
and Korea) are under less competitive pressure, or even gained from China’s T&A 
exports, as the higher-income Asian economies seemed to specialise in T&A products 
less exposed to Chinese competition. However, all above-mentioned studies used 
static analysis, so analysing the effects of China’ T&A exports on its rival exporters 
using dynamic panel data estimation still has huge potential as a topic of research. 
 
                                                        
66 For a detailed review, see Section 2.2 in Chapter 2. 
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4.3. Econometric Methodology and Data 
4.3.1. Dynamic gravity model 
The paper adopts the gravity model, which was initiated by Tinbergen (1962) to study 
trade flows in a dynamic setting. In this model, bilateral trade between two countries 
is explained by economic size and trade resistance. It was further developed by 
Anderson (1979), Frankel and Romer (1999), Anderson and van Wincoop (2003), 
Cheng and Wall (2005), Helpman et al. (2008), Baier and Berganstrand (2009a) and 
others. Notably, Anderson and van Wincoop (2003) derived a gravity model, in which 
multilateral resistance was added. In a panel data framework, we can use bilateral fixed 
effects as a proxy of multilateral resistance, a nonlinear function of GDP and bilateral 
trade cost from each country to the rest of the world. 
There is clear evidence of extensive applications of gravity models in the literature on 
trade-related topics. The studies that adopt static gravity models to analyse the effects 
of China’s exports that are closely related to our research include Eichengreen et al. 
(2007), Greenway et al. (2008), Geda and Meskel (2008), Amann, et al. (2009), 
Athukorala (2009), Giovannetti et al. (2013), Lovely and Pham (2015) and Pham et al. 
(2016). There are also a number of trade-related studies that use dynamic gravity to 
analyse the euro’s effects (Nardis et al., 2007), the impact of association agreements 
(Caporale et al., 2009) and the effects of regional trading agreements (Martínez-
Zarzosoa et al., 2009) on trade flows. Following these empirical studies, we use a 
modified gravity model in a dynamic setting, as follows: 
Log(EXijgt) = α + α1 Log(EXijgt-1) + α2Log(EXijgt-2) + α3Log(EXijgt-3) + α4Log(EXcjgt) + 
α5Log(EXcjgt-1) + α6Log(GDPit*GDPjt) + α7Log(Distanceij) + α8Log(Borderij)+ 
α9Languageij + α10Colonyij + α11Currencyijt + α12RTAijt + αt + αi + αs + εijgt (1) 
where EX, i, j, c, g and t indicate export value, exporter, importer, China, three-digit 
HS level subsector and year, respectively. εijgt is an error term67.  
Log(EXcjgt), the explanatory variable of interest, is the export value of a three-digit 
level subsector g by China to importer j in year t in log form. Exporter fixed effects 
(αi) controls for time-invariant exporter-specific factors that determine the value of 
exports (EXijgt). αs is included to control for the subsector-specific factor. We use two-
digit HS subsectors, as China’s policy is likely to mainly affect T&A industry on this 
                                                        67 See Appendix 4.G for the definitions of the variables of the model.  
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subsector level, rather than the three-digit or four-digit subsector levels (ie., smaller 
subsectors). We also add αt, time dummy to capture time-related shocks and changes 
in China’s policy on the T&A industry, which potentially occur during the past 20 
years.68 In our model specification, lagged Log(EXijgt) variables are the endogenous 
variable. Log(EXcjgt) and Log(EXcjgt-1) are also treated as endogenous.69 Explanatory 
variables—including distance, border, language and colony—are treated as strictly 
exogenous, while GDP, currency and regional trade agreement (RTA) are 
predetermined. We control the endogeneity of lagged Log(EXijgt) variables and 
Log(EXcjgt) and Log(EXcjgt-1) in their lagged forms as regressors, using internal 
instruments. 
Variables EXcjgt_AS, EXcjgt_LA, EXcjgt_AF and EXcjgt_EU were also used to further 
examine the impact of China’s T&A exports on exporter groups across regions. 
Similar to static versions, these variables are the products of China’s exports and 
dummies of the exporter regions: Asia,70 Latin America, Africa and Europe. To avoid 
possible selection bias problems, we followed Eichengreen et al. (2007) and 
Greenaway et al. (2008) to define exporter groups. First, we chose the top 20 major 
T&A exporters, regardless of which country was part of our sample. Next, we split our 
sample into groups based solely on geography, as the effects of China on world trade 
may be specific to each region. For example, China and its competitors in Asia may 
have similar conditions for T&A exports in terms of technology and relative factor 
endowment. Another possible reason is that China’s trade policy in general, and policy 
on T&A exports in particular, have a regional focus. For instance, China has 
introduced export-oriented policy to promote high-quality brands of T&A to compete 
with more advanced exporters such as Japan, Korea and Europe. 
4.3.2. Dynamic analysis approach 
To highlight the effects of China’s T&A exports on the trade flows of other exporting 
countries in a dynamic framework, this paper used the dynamic panel data approach 
first introduced by Arellano and Bond (1991). To address the problem of endogeneity 
                                                        
68 See Roodman (2006). 69 The endogeneity of China’s exports is likely to present because Chinese exports to an importer j (i.e. 
Log(EXcjgt)) are likely correlated with an unobservable component of the error term εijgt. For example, a 
global recession can catalyse a fall in both China’s exports and those of other exporting countries to the 
same markets. There appears to be a positive correlation between Chinese T&A exports and those of 
other countries, which is a precursor to an upward bias of the OLS gravity coefficient estimates. 70 Asia includes East Asia, South East Asia and South Asia. 
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of Chinese exports, this essay used system-GMM estimators, first introduced by 
Arellano and Bover (1995) and modified by Blundell and Bond (1998). 
To analyse the selected sample with the assumption of a dynamic trade process, a 
dynamic panel data model was preferred to a static model, for the following reasons. 
First, if the estimates of static models (for example OLS models) are used, they would 
omit dynamics or changes of variables and produce biased results, which—according 
to Bond (2002) and (Baum, 2006)—act as a catalyst for dynamic panel bias problem. 
Additionally, it is difficult to examine the dynamics of adjustment in a static model 
(Baltagi, 2008). Second, the panel is a ‘small T and large N’ panel, with data for export 
from 20 exporting countries to 50 importing countries (N) over 20 years (T), so all 
three above-mentioned authors recommended analysing in a dynamic model to control 
for the bias in dynamic panel estimation. Finally, the problem of endogeneity is easier 
to address in dynamic panel models using internally generating instruments and valid 
instruments from any variables that are not correlated with the error term (Arellano 
and Bond, 1991; Greene, 2008). 
Following the theoretical literature developed by Arellano and Bond (1991), Arellano 
and Bover (1995), Blundell and Bond (1998), Bond (2002) and Baum (2006), this 
essay adopts GMM estimators for the following reasons: 
i. our panel covers few time periods and many individual units; 
ii. the dynamic dependent variable Log(EXijgt) depends on its own past 
realisations, including Log(EXijgt-1), Log(EXijgt-2) and Log(EXijgt-3); 
iii. China’s exports are likely to be endogenous; 
iv. the independent variables GDP, currency and RTA may have collinearity with 
the error term in terms of both past and current realisations; 
v. time-invariant country characteristics that may be correlated with explanatory 
variables imply unobserved heterogeneity. 
System-GMM is preferred to difference-GMM estimator for the following reasons. 
First, our model includes time-invariant variables such as distance, border, language 
and colony, so system-GMM is more appropriate than difference-GMM, as these 
variables would disappear when using difference-GMM (Roodman, 2006). 
Additionally, according to Baltagi (2008), the system-GMM method produces more 
efficient and precise estimates than difference-GMM as it improves precision and 
reduces the finite sample bias. Finally, our panel is an unbalanced panel with gaps, so 
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system-GMM with orthogonal deviations should be used to maximise sample size 
(Roodman, 2006). 
The analysis in this essay was first undertaken to determine China’s overall effects on 
all exporters. Next, the effects on groups of exporters and groups of importers71 (or in 
specific markets) were investigated. A number of sensitivity checks were also 
undertaken. 
4.3.3. Data 
This chapter uses a sample similar to that used in Chapter 2, with the difference that 
the trade data is at three-digit HS level, and also collected from the UN Comtrade 
database.72 Specifically, it uses the 1993–2012 export values of China, including Hong 
Kong and Macau, and 20 major T&A exporters (China’s competitors) to 50 major 
importing countries, the 50 countries with the largest GDP.73 This essay used data on 
GDP and GDP per capita74 from the World Development Indicator database. Data on 
standard gravity variables are from CEPII’s gravity dataset. Data on common currency 
and free trade agreement were collected from De Sousa’s database. Table 1 
summarises the descriptive statistics of the main variables. 
4.4. Empirical Results 
4.4.1. Statistical diagnostics and the validity of the model 
Before analysing the regression results, the holding of the assumptions of system-
GMM estimator and the validity of the model must be ensured. Regarding the 
assumption of autocorrelation of the twice-lagged residuals, AR tests were used to 
examine autocorrelation in the error terms. The test results in Table 4.2 reject the null 
hypothesis in AR(1) and do not reject it in AR(2), AR(3) and (AR4), so they confirm 
the validity of the model specification. 
Roodman (2006; 2009) argues that a valid system-GMM model requires steady-state 
assumption. This suggests that the estimated coefficient of lagged dependent variable 
Log(EXijht-1) should have a value less than unity to indicate convergence. In our 
system-GMM model, this coefficient 0.547 verifies the holding of this assumption. 
                                                        71 See Appendix 4.H for the list of major T&A importers by third market. 72 The list of products will be provided upon request. Trade values are in USD, measured at 2005 prices. 73 These major T&A exporters and importing countries were selected because, according to UN 
Comtrade data, trade in T&A among them account for the majority of world T&A trade (about a quarter 
in 2012). 74 GDP and GDP per capita are at 2005 prices. 
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Additionally, the coefficient of Log(EXijht-1) is also between the value of fixed effects 
(FE) and OLS estimators (0.198 and 0.594) to confirm the validity of dynamic panel 
estimates introduced by Bond (2002). 
The essay also followed Roodman (2009) in the model to control the number of 
instruments (346) under that of observations (5,935), to avoid potentially ‘weak’ 
instruments that are likely to generate biased estimates. Moreover, this paper used two-
step technique in the estimation, which produces robust results, and also report the 
Sargan test and Hansen J-test (Roodman, 2006). The Sargan p-value of 0.393 and 
Hansen p-value of 0.509 are also in-line with Roodman’s (2009) suggestion of a p-
value of more than 0.25. From the results of various statistical tests in our system-
GMM model, there is strong evidence that the key assumptions of system-GMM 
estimation hold, and the results of the regression are valid and unbiased. 
4.4.2. Empirical results 
The first two columns of Table 4.2 report the results of OLS and FE estimators for a 
full sample three-digit data of exports for 1993–2012, when applying gravity equations 
(1). The results are generally consistent with those of gravity models, and statistically 
significant. GDPs of both countries (GDPit and GDPjt) have a positive relationship, 
with bilateral trade, while bilateral distance (distanceij) has a negative relationship. 
Bilateral trade is also promoted by common border and former colony. All key 
coefficient estimates are statistically significant at 5 or 1%. Our explanatory variable 
of interest—China’s exports—is statistically related to its competitor’s export to the 
same destination, but this positive relationship is weak. An increase of 1% in China’s 
current trade will increase its competitor’s exports by 0.053% (OLS), or 0.027% (FE). 
The third column of Table 4.2 illustrates the results of the system-GMM model, which 
mainly have similar signs to OLS and FE results. However, the variable of interest—
China’s exports—has the opposite sign. The result suggests that if current Chinese 
T&A export increase by 1%, the exports of its competitors will reduce by 0.1%. This 
shows the displacement effects of China’s current T&A exports, which are in-line with 
previous studies by Geda and Meskel (2008), Giovannetti and Sanfilippob (2009) and 
Giovannetti et al. (2013). The difference in OLS, FE and GMM results is likely to be 
biased and caused by the endogeneity of bilateral exports (lagged Log[EXijgt] variables) 
and China’s exports (Log(EXcjgt)) and (Log(EXcjgt-1)). 
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Regarding exporter groups, Table 4.3 illustrates the results by exporter groups, or the 
effects of China’s T&A exports Log(EXcjgt) on exporters from different regions. Note 
that Log(EXcjgt)_AS, Log(EXcjgt)_LA Log(EXcjgt)_AF, Log(EXcjgt)_EU and 
Log(EXcjgt)_USA denote the effects of China’s agricultural exports on the exports of 
other exporters from Asia, Latin America, Africa, Europe and the US, respectively. 
There is evidence of the mixed effects of China’s T&A exports, including both 
substitution and complementarity effects on different groups. Current Chinese exports 
have a negative effect on the exports of its competitors from Asia, Africa and Europe. 
A 1% increase in current Chinese T&A exports will lower the exports of other 
countries from Asia, Africa and Europe by around 0.01, 0.02 and 0.05%, respectively. 
However, past Chinese trade has the opposite effect. Additionally, current exports of 
European exporters are adversely affected by China’s past exports. Latin American 
exports are promoted by both current and past Chinese exports, and US exporters are 
only affected by past Chinese exporting activities. 
Table 4.4 shows that China’s exports have a heterogeneous effect on the exports of its 
rivals in two third markets: OECD and non-OECD countries. Markets are classified 
according to the level of income of consumers: the high-income group (OECD) and 
low-income group (non-OECD). Both displacement effects and complementarity 
effects exist in these markets. Current Chinese T&A exports displace the products of 
its rivals in OECD countries, and promote them in the non-OECD market. A 1% 
growth in current Chinese exports is associated with a fall of 0.06% in the exports of 
its competitors, the OECD market, but a rise of 0.096% in non-OECD markets. Past 
Chinese T&A export flows also affect its competitors’ exports to these markets, but in 
the opposite direction to its current flows. 
4.4.3. Robustness checks 
First, a series of regressions with differences in lag limits/number of instruments were 
run, or a collapse technique was used to reduce instruments. However, these 
regressions yield worsened diagnostic results, illustrated in Table 4.5. If lags from 4 to 
6 are used, the coefficient of lagged dependent variable Log(EXijgt-1) is higher than 
OLS result, and the Hansen p-value is lower. When lag limit is 4 to 12, the estimated 
coefficient of lagged dependent variable is also higher than the OLS result, and affects 
the dynamic panel estimate’s validity of the model. Therefore, the lag limit of our 
choice is most suitable. 
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Next, GMM instruments and standard IV instruments were checked with the 
difference-in-Hansen tests. The results of these tests for GMM instruments indicate 
that (i) the null hypothesis that GMM instruments used as differenced instruments are 
exogenous should be rejected, and that (ii) the null hypothesis that any GMM 
instruments used in the level are exogenous should not be rejected. This essay therefore 
used GMM instruments only in level equations. Conversely, the outcomes of the 
difference-in-Hansen tests for standard IV instruments confirmed them as both valid 
level and differenced instruments.75 
Additionally, the model was tested without year dummies, worse model diagnostics 
were found, indicating that there might be potential heterogeneous cross-section 
dependence, as suggested by Sarafidis et al. (2009). Including time dummies in the 
model specification was likely to reduce or eliminate time-related shocks from the 
error term. The model was also tested without subsector dummies, and faced worse 
model diagnostics. This suggests that Chinese government policies might introduce 
different policies on different subsectors of T&A exports, and inclusion of subsector 
dummies would improve our model specification. 
Finally, a large number of other regressions were performed by including a higher lag 
level of Chinese exports, for example Log(EXijgt-2) and Log(EXijgt-3) in the model 
specification; and changing the variable type of China’s exports from endogenous to 
predetermined or exogenous variables. There is evidence that these specifications are 
inappropriate, and that the effects of China’s exports were not robust or significant. 
4.5. Conclusions 
This paper has explored the effects of Chinese T&A exports on the exports of its 
competitors on the intensive margin of trade, using three-digit data and a dynamic 
panel data approach. The econometric results from the dynamic gravity version appear 
to be robust and significant. In general, China’s current exports displace the exports of 
other exporters in T&A. However, there is still evidence of both China’s competition 
and complementarity effects on exporter groups across the globe in different markets. 
The displacement effects of China’s current T&A exports on T&A exporters from 
different regions are clearly found in OECD markets, while there are complementarity 
effects in non-OECD markets. Asian, African and European exporters in T&A lose 
from China’s current exports, but gain from past exports from China. US and Latin                                                         
75 The results of other robustness checks can be provided upon request. 
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American exporters gain from China’s current exports. This essay found nearly the 
same patterns of effects of China’s T&A exports on world trade, but the effects seem 
to be much weaker when using dynamic, rather than static, analysis. 
The results from the dynamic model confirm China’s dominant role in T&A export 
market, but reveal that China’s threat is smaller than it seems to be in a changing world. 
These findings imply underlining effects of changes in trade policies, correlation of 
past and current exports and major shocks in the world T&A market. The evidence 
tentatively suggests that other exporting countries should pay attention to China’s trade 
policies and their changes. It also implies that when making decision on penetrating a 
market China’s competitors should consider the effects of both China’s current and 
past exports in this market as sometimes they are of opposite directions. The past 
exports from China may/ may not prevent products of other exporters from becoming 
dominant in a third market if Chinese exports meet/ do not meet the demands of this 
market. Additionally, in a dynamic trade process including changes of trade policy, 
China seems to shift its focus to OECD market to satisfy increasing demands for high 
quality T&A products. Therefore, there exist less barriers and it is likely more 
advantageous for other countries to access non-OECD markets, which include more 
low-income consumers, and then increase their market shares.  
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TABLES 
Table 4.1 
T&A Exports - Summary of Statistics of Main Variables 
 
Variable Mean S. Deviation Min Max 
Log(EXijgt) 11.50504 2.005787    6.910751    18.73154 
Log(EXcjgt) 12.88602      2.28987    6.920161    20.97286 
Log(GDPit*GDPjt) 54.04254     1.790122    49.12668    59.66635 
Log(distanceij) 8.646079     0.8553944    5.937999    9.876936 
 
Table 4.2 
The Overall Effects of China’s T&A Exports on World Trade 
Dynamic analysis 
 OLS FE System GMM 
Log(EXijgt-1) 0.594 (35.35)*** 0.198  (7.72)*** 0.547  (8.14)*** 
Log(EXijgt-2) 0.165  (8.40)*** 0.043  (1.92) 0.242  (3.42)*** 
Log(EXijgt-3) 0.113  (7.41)*** 0.004  (0.21) 0.045  (0.63) 
Log(EXcjgt) 0.053  (3.57)*** 0.027  (1.34) -0.106 (1.71)* 
Log(EXcjgt-1) -0.036 (2.35)** -0.056 (2.67)*** 0.085 (1.24) 
Log(GDPit*GDPjt) 0.022  (2.27)** 0.239 0.037 (1.82)* 
Log(distanceij) -0.078 (3.16)***  -0.082 (2.55)** 
Borderij 0.172 (2.11)**  0.183  (1.94)* 
Languageij -0.062 (0.95)  -0.049 (0.63) 
Colonyij 0.105 (1.32)  0.177  (1.87)* 
Currencyijt -0.010 (0.13) 0.399  (1.99)** 0.019  (0.21) 
RTAijt -0.023 (0.52) -0.065 (0.43) 0.026  (0.45) 
AB Test_AR(1) [p]   -5.19  [0.000] 
AB Test_AR(2) [p]   -1.88  [0.061] 
AB Test_AR(3) [p]   1.65   [0.100] 
AB Test_AR(4) [p]   -1.38  [0.169] 
Sargen Test [p]   284.82 [0.393] 
Hansen Test [p]   277.78 [0.509] 
R2 0.6925 0.3779  
Instruments   346 
Groups 2451 2451 2451 
Observations 5935 5935 5935 
Notes: (1) The regression uses a two-step system-GMM (forward orthogonal deviations) 
at lag 4-8. (2) The results for the year dummies, exporter dummies, sector dummies and 
constants are not reported. (3) Statistical significance is denoted as * 10 perc cent; ** 5 
% and *** 1 %. (4) T/Z-statistics based on the robust standard errors in parentheses.  
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Table 4.3 
The Effects of China’s T&A Exports on Exporter Groups 
 Asia Latin 
America 
Africa Europe USA 
Log(EXcjgt) -0.012   
(0.20)     
0.020    
(0.28)    
-0.053   
(0.36)    
-0.021   
(0.63)    
0.027   
(0.22)    
Log(EXcjgt-1) 0.019    
(0.31)    
0.029   
(0.40)    
0.072   
(0.51)    
-0.020   
(0.39)    
-0.072   
(0.63)    
 
 
 
Table 4.4 
The Effects of China’s T&A Exports in Different Markets  
 OECD Non-OECD 
Log(EXcjgt) -0.006 
(0.14)       
0.096 
(1.17)       
Log(EXcjgt-1) 0.034  
(0.73)      
-0.069 
(0.86)  
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Table 4.5 
The Overall Effects of China’s T&A Exports on the World Trade 
Dynamic analysis and robustness checks 
 OLS FE System GMM 
Lag 4-6 Lag 4-8 Lag 4-10 All Lags  
(1) (2) (3) (4) (5) (6) 
Log(EXijgt-1) 0.594 
(35.35)** 
0.198 
(7.72)** 
0.617 
(7.15)*** 
0.547 
(8.14)*** 
0.618 
(11.09)*** 
0.633   
(15.54)** 
Log(EXijgt-2) 0.165 
(8.40)** 
0.043 
(1.92) 
0.201 
(1.94)*   
0.242 
(3.42)*** 
0.189 
(3.21)*** 
0.123   
(3.87)**   
Log(EXijgt-3) 0.113 
(7.41)** 
0.004 
(0.21) 
0.088 
(0.90) 
0.045 
(0.63) 
0.069 
(1.23) 
0.093   
(4.42)**   
Log(EXcjgt) 0.053   
(3.57)** 
0.027  
(1.34) 
-0.145 
(2.30)** 
-0.106 
(1.71)* 
-0.059 
(1.15) 
-0.018 
(0.52)       
Log(EXcjgt-1) -0.036 
(2.35)* 
-0.056 
(2.67)** 
0.129 
(1.73)* 
0.085 
(1.24) 
0.045 
(0.82) 
0.001  
(0.03)      
Log(GDPit*GDPjt) 0.022 
(2.27)* 
0.239 0.020 
(0.86) 
0.037 
(1.82)* 
0.026 
(1.41) 
0.032  
(1.93)      
Log(distanceij) -0.078 
(3.16)** 
 -0.047 
(1.32) 
-0.082 
(2.55)** 
-0.078 
(2.50)** 
-0.078 
(2.55)*     
Borderij 0.172 
(2.11)* 
 0.127 
(1.38) 
0.183 
(1.94)* 
0.167  
(1.90)* 
0.166   
(1.97)*  
Languageij -0.062 
(0.95) 
 -0.026 
(0.34) 
-0.049 
(0.63) 
-0.079  
(1.08)   
-0.051 
(0.69)    
Colonyij 0.105 
(1.32) 
 0.111 
(1.16) 
0.177 
(1.87)* 
0.171   
(1.91)* 
0.122 
(1.44)       
Currencyij -0.010 
(0.13) 
0.399 
(1.99)* 
0.017 
(0.19) 
0.019 
(0.21) 
0.012 
(0.14) 
0.028 
(0.32)       
RTAijt -0.023 
(0.52) 
-0.065 
(0.43) 
0.022   
(0.37) 
0.026 
(0.45) 
0.020  
(0.37) 
0.015 
(0.28)       
AB Test_AR(1) 
[p] 
  -4.61 
[0.000] 
-5.19 
[0.000] 
-6.38 
[0.000] 
-8.01 
[0.000]   
AB Test_AR(2) 
[p] 
  -0.87 
[0.384] 
-1.88 
[0.061] 
-1.40  
[0.162] 
-0.90  
[0.367] 
AB Test_AR(3) 
[p] 
  0.96 
[0.335] 
1.65 
[0.100] 
1.64  
[0.101] 
1.74   
[0.083] 
AB Test_AR(4) 
[p] 
  -1.23 
[0.218] 
-1.38 
[0.169] 
-1.42  
[0.156] 
-1.35   
[0.177] 
Sargen Test 
[p] 
  191.86 
[0.226) 
284.82 
[0.393] 
368.14  
[0.372] 
648.52   
[0.155] 
Hansen Test 
[p] 
  199.95 
[0.124] 
277.78 
[0.509] 
355.06 
[0.564] 
621.78  
[0.394] 
R2 0.6925 0.3779     
Instruments   245 346 427 680 
Groups 2451 2451 2451 2451 2451 2451 
Observations 5935 5935 5935 5935 5935 5935 
Notes: (1) The regression uses a two-step system-GMM (forward orthogonal deviations) at 
lag 4-8. (2) The results for the year dummies, exporter dummies, sector dummies and 
constants are not reported. (3) Statistical significance is denoted as * 10 %; ** 5 % and *** 
1 %. (4) T/Z-statistics based on the robust standard errors in parentheses. 
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FIGURES 
Figure 4.1 
Total Exports of the Top-Five Exporters, in Billions of USD 
 
Source: UN COMTRADE database and author’s calculations. 
Notes: China includes the PRC, Hong Kong and Macau. 
 
Figure 4.2 
Trade Values of Major T&A Exporters, in Billions of USD 
 
Source: UN COMTRADE database, and author’s calculations 
Notes: (1) Data on the trade values from EU28 are not available before 2000. (2) The top-
four T&A exporters of 2012 were China, EU28, India and Turkey. (3) China includes the PRC, 
Hong Kong and Macao. (4) The research includes top T&A exporters from each geographic 
region: Asia (Bangladesh, Vietnam, Republic of Korea, Pakistan, Indonesia and Thailand), 
Latin America (Mexico and Brazil) and Africa (Tunisia and Morocco). 
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 Figure 4.3  
Trade Values of Major Textiles Exporters, in Billions of USD 
 
Source: UN COMTRADE database, and author’s calculations 
Notes: (1) Data on the trade values from EU28 are not available before 2000. (2) The top-
four T&A exporters of 2012 were China, EU28, India and Turkey. (3) China includes the PRC, 
Hong Kong and Macao. (4) The research includes top T&A exporters from each geographic 
region: Asia (Bangladesh, Vietnam, Republic of Korea, Pakistan, Indonesia and Thailand), 
Latin America (Mexico and Brazil) and Africa (Tunisia and Morocco). 
Figure 4.4 
Trade Values of Major Apparel Exporters, in Billions of USD 
Source: UN COMTRADE database, and author’s calculations 
Notes: (1) Data on the trade values from EU28 are not available before 2000. (2) The top-
four T&A exporters of 2012 were China, EU28, India and Turkey. (3) China includes the PRC, 
Hong Kong and Macao. (4) The research includes top T&A exporters from each geographic 
region: Asia (Bangladesh, Vietnam, Republic of Korea, Pakistan, Indonesia and Thailand), 
Latin America (Mexico and Brazil) and Africa (Tunisia and Morocco). 
0
20
40
60
80
100
120
19
93
19
94
19
95
19
96
19
97
19
98
19
99
20
00
20
01
20
02
20
03
20
04
20
05
20
06
20
07
20
08
20
09
20
10
20
11
20
12
China
EU28
India
Turkey
Asia
Latin
America
Africa
USA
0
20
40
60
80
100
120
140
160
19
93
19
94
19
95
19
96
19
97
19
98
19
99
20
00
20
01
20
02
20
03
20
04
20
05
20
06
20
07
20
08
20
09
20
10
20
11
20
12
China
EU28
India
Turkey
Asia
Latin
America
Africa
USA
109 
 
APPENDICES 
Appendix 4.A 
Total Export Values of Major World Exporters, in billions of USD 
Year China USA Germany Japan Republic of Korea 
1993 294.00 597.00 487.90 463.50 105.60 
1994 344.50 643.70 536.80 497.80 120.70 
1995 400.60 718.60 645.80 546.00 154.10 
1996 404.20 753.90 634.10 497.40 157.30 
1997 444.30 819.50 609.80 501.40 162.00 
1998 425.30 801.10 640.90 457.10 155.50 
1999 431.70 804.10 630.10 485.00 167.10 
2000 514.10 883.30 622.90 542.50 194.80 
2001 509.70 811.70 634.00 447.50 166.60 
2002 578.00 755.70 671.80 454.80 176.70 
2003 715.80 773.50 800.20 504.30 207.30 
2004 892.20 846.70 944.00 585.80 262.90 
2005 1060.00 904.00 977.00 595.00 284.00 
2006 1254.00 1011.00 1089.00 629.10 316.00 
2007 1487.00 1099.00 1260.00 676.20 351.40 
2008 1668.00 1205.00 1362.00 723.80 391.10 
2009 1410.00 976.70 1041.00 535.30 335.40 
2010 1797.00 1161.00 1152.00 698.70 422.80 
2011 2087.00 1314.00 1314.00 730.80 492.80 
2012 2189.00 1336.00 1224.00 688.50 472.20 
Source: UN COMTRADE database and author’s calculation. 
Notes: China includes PRC, Hong Kong and Macao. 
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Appendix 4.B 
Export Growth Rates of Major World Exporters 
Year China USA Germany Japan Republic of Korea 
1994 17.2 7.8 10.0 7.4 14.3 
1995 16.3 11.6 20.3 9.7 27.7 
1996 0.9 4.9 -1.8 -8.9 2.1 
1997 9.9 8.7 -3.8 0.8 3.0 
1998 -4.3 -2.2 5.1 -8.8 -4.0 
1999 1.5 0.4 -1.7 6.1 7.5 
2000 19.1 9.8 -1.1 11.9 16.6 
2001 -0.9 -8.1 1.8 -17.5 -14.5 
2002 13.4 -6.9 6.0 1.6 6.1 
2003 23.8 2.4 19.1 10.9 17.3 
2004 24.6 9.5 18.0 16.2 26.8 
2005 18.8 6.8 3.5 1.6 8.0 
2006 18.3 11.8 11.5 5.7 11.3 
2007 18.6 8.7 15.7 7.5 11.2 
2008 12.2 9.6 8.1 7.0 11.3 
2009 -15.5 -18.9 -23.6 -26.0 -14.2 
2010 27.4 18.9 10.7 30.5 26.1 
2011 16.1 13.2 14.1 4.6 16.6 
2012 4.9 1.7 -6.8 -5.8 -4.2 
Average 17.2 7.8 10.0 7.4 14.3 
Source: UN COMTRADE database and author’s calculations. 
Notes: China includes the PRC, Hong Kong and Macao. 
 
 
Appendix 4.C 
World T&A Exports as Share of World Exports 
Year World Exports World T&A Exports Billion USD Percentage 
2010 14,891.0 481.4 3.2 
2011 17,689.4 567.4 3.2 
2012 17,382.1 537.6 3.1 
2013 17,939.3 582.6 3.2 
    Source: UN COMTRADE database and author’s calculations. 
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Appendix 4.D 
Major Exporters of T&A Products by Group 
Groups Exporting Countries 
Asia East Asia (EA): Japan and Republic of Korea 
South East Asia (SEA): Indonesia, Thailand 
and Vietnam 
South Asia (SA): Bangladesh, India and 
Pakistan 
Latin America (LA) Brazil and Mexico 
Africa (AF) Egypt, Morocco and Tunisia 
Europe (EU) Germany, Greek, Italy, Russian Federation, 
Turkey and United Kingdom 
The United State of America (USA) The United State of America 
 
Appendix 4.E 
Trade Values of Major T&A Exporters, in billions of USD 
Year China EU28 India Turkey Asia Latin America Africa USA 
1993 74.30  7.08 7.01 35.20 4.42 3.24 14.63 
1994 85.10  8.98 8.01 37.50 5.18 4.65 15.99 
1995 87.60  9.92 10.19 40.50 6.85 5.25 18.25 
1996 86.30  10.54 10.31 38.80 8.19 5.00 19.75 
1997 97.20  10.89 11.57 38.30 10.68 4.84 21.97 
1998 89.90  10.54 12.18 36.20 11.55 7.10 21.80 
1999 88.40  11.55 11.33 33.40 12.84 6.68 21.05 
2000 98.60 31.30 12.56 11.26 43.70 14.07 6.35 22.61 
2001 95.10 31.60 11.74 11.37 39.10 12.52 6.42 19.80 
2002 101.40 32.30 12.38 13.00 38.10 12.15 6.44 18.71 
2003 117.60 35.80 13.27 15.83 48.10 11.69 7.22 18.16 
2004 133.10 38.90 14.43 17.89 51.10 11.70 7.50 18.24 
2005 148.70 38.30 16.69 18.62 52.10 11.25 6.90 17.90 
2006 175.60 39.90 17.60 18.73 54.90 9.87 7.00 17.53 
2007 196.70 44.60 18.29 21.32 56.60 8.57 7.90 16.41 
2008 203.60 47.10 19.42 20.94 59.50 7.87 8.81 16.32 
2009 178.00 36.60 19.22 17.43 55.80 6.26 8.52 13.62 
2010 212.10 38.50 21.82 19.36 67.10 6.87 8.60 16.12 
2011 243.90 44.80 26.50 21.60 78.60 7.18 9.42 17.96 
2012 238.90 43.00 24.90 21.46 56.60 6.76 8.11 17.44 
Source: UN COMTRADE database, and author’s calculations 
Notes: (1) Data on the trade values from EU28 are not available from before 2000. (2) The 
top-four T&A exporters of 2012 were China, EU28, India and Turkey. (3) China includes the 
PRC, Hong Kong and Macao. (4) The research includes top T&A exporters from each 
geographic region: Asia (Bangladesh, Vietnam, Republic of Korea, Pakistan, Indonesia and 
Thailand), Latin America (Mexico and Brazil) and Africa (Tunisia and Morocco). 
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Appendix 4.F 
Growth Rates of T&A Major Exporters 
Year China EU28 India Turkey Asia Latin America Africa USA 
1994 14.54  26.84 14.27 6.53 17.19 43.52 9.30 
1995 2.94  10.47 27.22 8.00 32.24 12.90 14.13 
1996 -1.48  6.25 1.18 -4.20 19.56 -4.76 8.22 
1997 12.63  3.32 12.22 -1.29 30.40 -3.20 11.24 
1998 -7.51  -3.21 5.27 -5.48 8.15 46.69 -0.77 
1999 -1.67  9.58 -6.98 -7.73 11.17 -5.92 -3.44 
2000 11.54  8.74 -0.62 30.84 9.58 -4.94 7.41 
2001 -3.55 0.96 -11.04 0.98 -10.53 -11.02 1.10 -12.43 
2002 6.62 2.22 10.79 14.34 -2.56 -2.96 0.31 -5.51 
2003 15.98 10.84 7.19 21.77 26.25 -3.79 12.11 -2.94 
2004 13.18 8.66 8.74 13.01 6.24 0.09 3.88 0.44 
2005 11.72 -1.54 15.66 4.08 1.96 -3.85 -8.00 -1.86 
2006 18.09 4.18 5.45 0.59 5.37 -12.27 1.45 -2.07 
2007 12.02 11.78 3.92 13.83 3.10 -13.17 12.86 -6.39 
2008 3.51 5.61 6.18 -1.78 5.12 -8.17 11.52 -0.55 
2009 -12.57 -22.29 -1.03 -16.76 -6.22 -20.46 -3.29 -16.54 
2010 19.16 5.19 13.53 11.07 20.25 9.74 0.94 18.36 
2011 14.99 16.36 21.45 11.57 17.14 4.51 9.53 11.41 
2012 -2.05 -4.02 -6.04 -0.65 -27.99 -5.85 -13.91 -2.90 
Average 6.74 2.00 7.16 6.56 3.41 3.22 5.94 1.32 
Source: UN COMTRADE database, and author’s calculations 
Notes: (1) Data on the trade values from EU28 are not available from  before 2000. (2) The 
top-four T&A exporters of 2012 were China, EU28, India and Turkey. (3) China includes the 
PRC, Hong Kong and Macao. (4) The research includes top T&A exporters from each 
geographic region: Asia (Bangladesh, Vietnam, Republic of Korea, Pakistan, Indonesia and 
Thailand), Latin America (Mexico and Brazil) and Africa (Tunisia and Morocco). 
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Appendix 4.G 
Key Variables of the Gravity Model 
Variables Definition 
Log(EXijgt) Export value of exporter i to importer j of 3-digit HS 
subsector g in year t in log form. 
Log(EXcjgt) Export value of China to importer j of 3-digit sector g in 
year t in log form. 
Log(GDPit*GDPjt) The product of GDP of exporter i and GDP of importer j 
in year t in log form. 
Log(GDPCit*GDPCjt) The product of GDP per capita of exporter i and GDP per 
capita of importer j in year t in log form 
Log(Distanceij) The distance in kilometre between exporter’s i and 
importer’s j capitals in log form. 
Borderij A binary variable that equals 1 if exporter i and importer j 
have common physical boundary and zero otherwise. 
Languageij A binary variable that equals 1 if exporter i and importer j 
have a common language and zero otherwise. 
Colonyij A binary variable that equals 1 if exporting country i was 
a former colony of importing country j or vice versa and 
zero otherwise. 
Currencyijt A binary variable that equals 1 if exporting country i and 
importing country j have a common currency in year t and 
zero otherwise. 
RTAijt A binary variable that equals 1 if exporting country i and 
importing country j are members of the same regional 
trade agreement in year t, and zero otherwise. 
 
 
Appendix 4.H 
Major Importers of T&A Products by Third Market 
OECD Market Non-OECD Market 
Australia, Austria, Belgium, Canada, 
Czech Republic, Denmark, Finland, 
France, Germany, Greece, Ireland, 
Israel, Italy, Japan, Kazakhstan, 
Netherlands, Norway, Poland, Portugal, 
Republic of Korea, Russian Federation, 
Singapore, Spain, Sweden,  Switzerland, 
Turkey, United Kingdom, United States of 
America. 
Africa: Algeria, Egypt, Nigeria and 
South Africa.  
Asia: India, Indonesia, Iran, Iraq, 
Malaysia, Pakistan, Philippines, Qatar, 
Saudi Arabia, Thailand and United Arab 
Emirates.  
Latin America: Argentina, Brazil, Chile, 
Columbia, Mexico, Peru and Venezuela. 
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Chapter 5 
CONCLUSIONS 
Using both static and dynamic versions of the gravity model in T&A, and a static 
version in agricultural products, this thesis investigated the effects of China’s exports 
on world trade in third markets, on both intensive and extensive margins of trade. It 
used both product-level data (in the static analyses) and subsector-level data (in the 
dynamic analysis) over 20 years. The econometric results—which are robust and 
significant—show that there is evidence of both displacement and complementarity 
effects of China’s exports on different groups of exporters from around the world. 
Extensive margin and dynamic aspects are among the most significant of this study’s 
several contributions. First, this study investigated the effects of China’s T&A exports 
and agricultural exports at product level on a global scale, on both margins of trade, of 
which the component on the extensive margin is considered a first study on this 
margin, to the best of our knowledge. Another important contribution is a dynamic 
panel analysis using three-digit HS level instrumental variables, which is also new to 
the existing literature on China’s effects on the export performance of other countries 
in general, and on the effects of China’s T&A exports on world trade in particular. 
This thesis will contribute to better awareness and understanding of the effects of 
China’s integration into the global economy on world trade. 
In the static model applied in textiles and apparel, this thesis found statistically 
significant product-level displacement effects of China’s T&A exports on the 
exporters from around the world, in OECD and non-OECD markets. East Asian 
exporters (including Japan and South Korea) and Latin American exporters are most 
adversely affected in both markets. On the intensive margin, China’s competition 
effects are stronger in the OECD market, whereas on the extensive margin they are 
greater in non-OECD markets. Additionally, competitive pressure from China is larger 
and more significant on T&A as consumption goods than as intermediate goods. 
Finally, focusing on detailed bilateral trade from the T&A sector, the thesis shows a 
consistent pattern of Chinese displacement effects, which is stronger for apparel 
exports, and holds for all groups of exporters. 
Also using a static analysis in agricultural exports, a mixture of Chinese effects on the 
exports of its competitors to the same destination on both margins is found. However, 
the complementarity on the intensive and extensive margin of its competitors in 
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agricultural products seems to be greater. The evidence of displacement effects is 
clearly found in African markets on the intensive margin, and in Latin American 
markets on the extensive margin. US, Asian and OECD exporters are positively 
affected by China’s export expansion on both margins, while Latin American and 
African exporters see a negative effect. In terms of the agricultural subsector, the 
competitive pressure from China is found in fruit and vegetables, and animals and 
meat, on both margins. There is evidence of China’s complementarity effects in grains 
and other products on both intensive and extensive trade margins. 
In the dynamic version of the gravity model used in the T&A exports, overall China’s 
current exports have displaced the exports of other exporters. However, there is still 
evidence of both China’s displacement effects in OECD markets and complementarity 
effects on different exporters in non-OECD markets. This thesis found nearly the same 
patterns of effects of China’s exports on the exports of other exporting countries in 
T&A, but the effects seem to be much greater in the static version. 
In brief, heterogeneity of Chinese effects on exports of various exporter groups in third 
markets on both margins has been found in this thesis. The effects are varied when 
discussing different groups of exporters, markets, category of goods or subsectors. 
However, the competition pressure from China is found prominent in T&A exports, 
and China’s positive effect is found dominant in agricultural exports. This thesis 
provides a broad view of the effects of two well-known traditional sectors in China on 
other countries. Therefore, further studies are required to better understand the roots 
of the heterogeneity of China’s effects. A much more extended sample that includes a 
larger number of exporters and importers from African and Latin American countries 
may overcome the limitations of this thesis. 
It is evident that China is becoming a challenging competitor for most exporters in 
their traditional and new markets. There is evidence of China’s market penetration in 
different sectors and China’s displacement for a number of products. Generally, the 
competition effects have emerged and become more significant when the samples have 
been disaggregated by subsectors/ categories so China’s rivals are suggested to look 
into more specific products and their competitiveness. They should also find out 
market niches including Chinese market for their products to avoid severe competition 
from China, increase their export volumes and penetrate new markets. Furthermore, 
as trade in reality is a dynamic process, the evidence tentatively recommends other 
exporting countries take into account main changes of world market, China’s trade 
116 
 
policies and history of its export flows to make appropriate and effective export 
strategies. Finally, given the dominant role of China in world market, other exporting 
countries should raise their productivity, maintain their export profiles/ structures 
different from that of China by specialization and product differentiation to reduce 
China’s threat and become more competitive exporters. 
 
 
 
